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“Back in 1942 I joined the Payroll 
Savings Plan at the U. S. Naval 
Ordnance Plant where I work as an 
executive secretary. I put 10% of 
my salary into bonds to help win 
the war. And I still buy bonds.” 














“Through careful managing, the twins 
and I have lived comfortably and 
saved too. This fall the twins will 
enter Butler University— thanks to 
U.S. Savings Bonds, the best way 
to save I know!” 
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HOW U.S. SAVINGS BONDS ARE PAYING OFF FOR 
MRS. MARY CALLON OF INDIANAPOLIS, INDIANA 


‘“‘Meet Janet and Jack, my twin reasons for buying bonds,” says 
Mary Callon. “Even though I’m a widow, these children are 
going to have a college education. The U. S. Savings Bonds I 


bought will see them through!”’ 


Wns. Callens Slow Can be your story, too ! 


What Mary Callon did, you can do, 
too—and just as easily! Just take 
these three simple steps — today: 


1. Make one big decision—to put 
saving first, before you even touch your 
income. 


2. Decide to save a regular amount 
systematically, week after week, or 
month after month. 


3. Start saving automatically by sign- 
ing up today in the Payroll Savings 
Plan where you work or the Bond-A- 


Month Plan where you bank. You 
may save as little as $1.25 a week or as 
much as $375 a month. If you can set 
aside just $7.50 weekly, in 10 years 
you'll have bonds and interest worth 
$4,329.02 cash! 


You’ll be providing security not 
only for yourself and your family 
but for the free way of life that’s so 
important to us all. And in far less 
time than you think, your plans will 
turn into reality, just as Mary Cal- 
lon’s are doing. 


FOR YOUR SECURITY, AND YOUR 
COUNTRY’S TOO, SAVE NOW—THROUGH 
REGULAR PURCHASE OF U. S. SAVINGS BONDS! 


Your government does not pay for this advertisement. It is donated as a public service by 
The Advertising Council and the Magazine Publishers of America through the co-operation 
of Foote, Cone & Belding and this publication. 
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Southern California 
Edison Company 


PREFERRED DIVIDENDS 


ORIGINAL PREFERRED STOCK 
DIVIDEND NO. 166 


CUMULATIVE PREFERRED 
STOCK 4.32% SERIES 
DIVIDEND NO. 15 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


50 cents per share on Orig- 
inal Preferred Stock, payable 
December 31, 1950, to stock- 
holders of record on Decem- 
ber 5, 1950. 


27 cents per share on Cumu- 
lative Preferred Stock, 4.32% 
Series, payable December 31, 
1950, to stockholders of record 
on December 5, 1950. 


P.C. HALE, Treasurer 


November 17, 1950 
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COLUMBIAN 
CARBON COMPANY 


One-Hundred and Sixteenth 
Consecutive Quarterly Dividend 
plus Special Dividend 


A quarterly dividend of 50 cents per 
share and a special dividend of 25 cents 
per share will be paid December 11,1950 
to stockholders of record November 24, 
1950, at3P M. 


LYLE L. SHEPARD 
Treasurer 




















Allegheny Ludlum Steel Corporation 
Pittsburgh, Penna. 


At a meeting of the Board of Directors of the 
Allegheny Ludlum Steel Corporation held today, 
November 17, 1950, a dividend 

of fifty cents (s0¢) per share was 

declared on the Common Stock of 

the Corporation, payable Decem- 

ber 21, 1950, to Common stock- 

holders of record at the close of 

business on December 1, 1950. 

In addition, the Board declared an extra dividend 
of fifty cents (50¢) per share on the Common 
Stock, also payable December 21, 1950 to Com- 
mon stockholders of record on December 1, 1950. 
The Board also declared a dividend of one 
dollar twelve and one-half cents ($1.12%4) per 


share on the $4.50 Cumulative Preferred Stock 
of the Corporation, payable December 15, 1950, 
to preferred stockholders of record at the close 


of business on December 1, 1950. 


S. A. McCASKEY, Jr. 
Secretary 
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The Telephone Is an Essential Part 
of the Production Job 


The production job is bigger than ever 
these days and the telephone is right in 
the middle of it. ‘More and more the 
needs of the Nation are on the lines. 

Wherever things are made, whenever 
someone or something is in a hurry, 
the telephone is industry’s top-grade 


#1 helper. It’s on the job, day and 
night, in every part of the land. 

This country has the best telephone 
system in the world. The continued 
growth of the system is more necessary 
than ever in these times of national 


preparedness. 


BELL TELEPHONE SYSTEM 
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The Trend of Events 


GETTING TOGETHER... The Treasury and the Federal 
Reserve System finally appear to have done what 
they should have done long ago: they have been 
getting together on a consistent credit policy. This 
at least is what one must conclude from the Treas- 
ury’s belated consent to an increase in the interest 
rate on offerings of its short term obligations as 
evidenced by a new issue of 1°/,% five-year notes, 
a rate 14% higher than on the preceding five-year 
note issue. The new rate was interpreted as mean- 
ing that the Federal Reserve will now peg the short 
term one-year rate indefinitely at its present level 
of about 114%. 

Now that the controversy over this question has 
ended, it is difficult te see why it was ever allowed 
to develop. The only question was whether the Treas- 
ury should cvoperate in permitting a moderate tight- 
ening of bank credit at a time when inflation has 
become a serious threat because of the defense effort. 
There could be no real doubt about the urgent need 
for such cooperation. 

The Treasury and the Federal Reserve System 
can contribute substantially to the fight against in- 
flation if they follow consistent credit policies. They 
can make credit control inef- 


flict over this issue. 

The Treasury’s decision to cooperate with the Fed- 
eral Reserve will certainly help strengthen the in- 
direct and limited economic controls so far insti- 
tuted. The step is particularly timely, coming only 
a few days after the Federal Reserve appealed to 
its member banks to limit voluntarily their lending, 
to discourage loans that would not make a contribu- 
tion to essential production. This method of persua- 
sion, rather than using statutory powers to raise 
the reserve requirements of banks, is commendable— 
if it works. It certainly would have been fruitless, 
had the Treasury continued to stick to low interest 
rates. 

The latest development settles a long standing dis- 
pute that centered on methods rather than prin- 
ciples. Both fiscal agencies have been in agreement 
that greater holdings of government issues by non- 
bank investors are highly desirable. They disagreed 
on the method of achieving that aim. 

Now, as the credit control program is being 
rounded out, an important source of inflationary 
pressure—the nation’s money supply—will be held 
in better check. But other sources of pressure re- 

main. While taxation, credit 








fective if one tries to tighten 
credit while the other makes 
it easier. The Treasury’s re- 
versal of its easy money 
policy thus is not only a mat- 
ter of satisfaction but it also 
should establish the Federal 
Reserve System’s primary 
role in formulation of credit 
control policy. There should be 
no further occasion for con- 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








curbs and _ curtailment of 
building activity will help im- 
portantly in dampening rising 
trends, nothing has been done 
yet to restrain either wages 
or prices significantly. Here, 
too, realistic action will sooner 
or later be in order, and it is 
up to Congress to see to it. 


REVERSAL? .. . Argentina is 








BUSINESS, FINANCIAL and INVESTMENT COUNSELORS : : 1907——“‘Over Forty-two Years of Service” ——1950 








DECEMBER 2, 


1950 


207 








getting an Export-Import Bank credit of $125 mil- 
lion to liquidate its obligations to American business, 
a step that will pave the way for more normal 


business between that country and ours... ECA 
after considerable hesitation considers Spanish busi- 
ness concerns eligible for loans from the $62.5 mil- 
lion fund which Congress had authorized for that 
purpose ... President Truman will ask Congress for 
an emergency appropriation to help famine-stricken 
Yugoslavia. 

These decisions are of course not just accidents. 
They point, at long last, towards a change in policy 
in line with the realities of life beset with a vicious 
struggle between East and West. In the past, we 
have been utterly unrealistic. We have been shying 
away from any dealings whatsoever with these 
countries, we have been boycotting them and berat- 
ing them simply because left-wingers did not like 
Peron and Franco, and conservatives shrank at the 
idea of having any truck with Tito. True enough, 
none of these dictators can claim any particular love 
from us. The former two have been pro-axis during 
the last war, and Tito still is a communist and 
ex-ally of Stalin. They were not one of us, they cer- 
tainly failed to live up to the standards of conduct 
which we prescribe for others, but not always live 
by ourselves. 

The reversal of policy towards these countries, 
and the men who rule them, nevertheless makes 
sense. They are all anti-Soviet and we need friends 
in the anti-Soviet camp. They are certainly more 
determinedly anti-Soviet than some nations and gov- 
ernments among our western allies. What’s more, 
they hold strategic positions which could be of vital 
use to the western cause in the event of a showdown. 
As long as we contemplate re-arming our erstwhile 
enemies, we might as well change our attitude 
towards those who, while not conforming to our own 
sublime standards of political and social morality, 
can nevertheless be of use to us and who would 
rather identify themselves with the western camp. 


RE-EXAMINATION ... If policy reversals such as those 
discussed in the foregoing are in order, so is a most 
thoroughgoing re-examination of our entire foreign 
policy and particularly our Far Eastern policies. We 
know that Secretary Acheson doesn’t like “re-exam- 
inationists” though he has taken back some of the 
facetious remarks he previously made about them. 
The tragedy is that policy re-examination, all the 
more urgent because of the inept policies which are 
responsible for most of our troubles today, cannot be 
undertaken in an atmosphere of unity and true bi- 
partisanship. 

The foundations of our foreign policy in respect to 
Europe were designed on a firmly bypartisan basis 
and that bipartisanship must now be restored and 
made operative also in connection with Far Eastern 
policy. Acting alone, without consulting the opposi- 
tion, Mr. Acheson can hardly hope either to satisfy 
his critics or to establish sound policy. Being in an 
uncertain and vulnerable position, the logic of a re- 
turn to sound bi-partisanship should be compelling 
even to him. Only by acting in concert with leaders of 
both parties can he strengthen his position. Indeed 
there is no other possible way of conducting our 
foreign policy, since its success must always depend 


upon congressional approval of the vast funds re- 
quired, and since this in turn depends upon broad 
support by the American people who must make the 
needed sacrifices. If the ‘“re-examinationists” are 
bringing this truth home to the State Department, 
they certainly deserve a vote of thanks. What was in- 
tended as a smear will become a badge of honor. 

Mr. Acheson, in correcting what he calls a misin- 
terpretation of his previous remarks, has stated that 
he will be glad to take leaders of both parties into 
his confidence and to explain and justify American 
foreign policy before Congress. The question is 
whether this will go far enough. If he continues to 
consider the determination of policies the sole task 
of the Administration policy makers, it certainly 
does not. Mere willingness to listen to the advice 
of opposition leaders is a meaningless gesture unless 
it also means willingness to obtain their consent to 
the policies he pursues. This is a most important 
point that remains to be clarified. Only if Mr. 
Acheson makes sincere and broad-minded efforts 
towards mending the rift that has occurred, can 
he depend on whole-hearted cooperation and regain 
the confidence of the people. 


INCOMPETENT ....H. A. Stevenson, president of 
Barclays Bank (Canada), has stated that the Inter- 
national Monetary Fund has become incompetent to 
perform the functions for which it was designed. 
He reminded that nineteen countries have altered 
their official monetary rates “in seemingly flagrant 
breach of the Fund’s regulations.” Is anyone sur- 
prised ? 

At the time the late Lord Keynes with the active 
help of some red-tinted sympathizers in this coun- 
try devised the Brettons Woods scheme of world 
control over money, the scheme was bitterly opposed 
by all realistic thinkers, by all men of sense. To get 
the measure through Congress, the scheme was split 
in two parts, the International Bank and the Inter- 
national Monetary Fund. For years, it has since 
been apparent that the Fund has been an expensive, 
meddlesome affair which has done no good in stabil- 
izing foreign currencies as Mr. Stevenson aptly 
pointed out. All it did was provide soft jobs for a 
number of people posing as financial experts. And, 
we might add, it has cost this country, that is the 
American taxpayer, a pretty penny. If the Fund is 
incompetent to perform its task, why continue it? 


BEATING THE GUN ... According to press reports. 
savings banks in New York State made forward 
commitments to finance a total of some $1.5 billion 
of new mortgages just within a few days prior to 
imposition of Regulation X, restricting mortgage 
lending. Thereby they have lined up as much pros- 
pective business for the coming year as savings 
banks throughout the country expect to place on 
their hooks durine the current vear, and on the 
same liberal credit terms despite the Federal Re- 
serve action. The latter, one must assume, is thereby 
at least partly nullified if building materials are 
available and these mortgages become realized. 

Whatever the merit of this action, it seems that 
one must at least tentatively revise any ideas about 
a drastic slump in building next year. Until mid- 
year, the downturn may be relatively slight. 
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As 9 See Jt! 


FOREIGN AID—NEW PHASE 


) 

ast March, President Truman asked Gordon 
Gray—former Secretary of the Army and now to 
become president of the University of North Caro- 
lina—to look into our foreign economic relations. 
Around mid-November, Mr. Gray came through 
with a 131-page blue-jacketed document, the gist of 
which is that aid to Europe would have to go on for 
three or four more years after the Marshall Plan 
expires in 1952. It also sketched a worldwide pro- 
gram involving a broad 
range of American poli- 
cies whose common de- 
nominator is to make the 
future safe for free so- 
ciety. 

One can hardly dis- 
agree with Mr. Gray when 
he states that “our for- 
eign economic affairs have 
reached the point where 
major policy decisions 
must be made.” But there 
can, and will be, consider- 
able disagreement with 
his prescription for the 


“IN OR ABOVE POLITICS?’ 





future. 

Yet, as Mr. Gray says, 
the time for decision is 
near. He feels that this 
nation, having already 
spent some $43 billion to 
put the rest of the world 
back on its feet, is not 
likely to abandon the 
whole project now if it 
appears that a few bil- 
lions more may mean the 
difference between com- 
pleting the job or seeing 
our allies once again back- 
slide. 








BY ROBERT GUISE 


continued aid would be found three or four years 
hence. 

How much of a tax load can the American people 
carry? We are engaged in war, and we too must 
build our defenses—a costly program. Mr. Gray him- 
self admits that continuing dollar subsidies are not 
a sound basis for our international relationships. 
We would like to add that they are not a sound 
basis for our own economic, social and even political 
future. 

With Mr. Gray’s recom- 
mendations, and they are 
manifold, goes a firm in- 
sistence that beneficiary 
and cooperating countries 
—our friends of the free 
world — must also do their 
part. This point cannot be 
stressed enough, for it is 
good economics as well as 
good politics. In the ab- 
sence of wholehearted co- 
operation, of a willingness 
to bring sacrifices in the 
interest of a genuinely 
adequate defense effort, 
the American people 
should not be expected to 
foot the bill for another 
costly phase of foreign 
aid. While we are willing 
to help in the common in- 
terest, our friends abroad 
should not expect to ride 
on our coat tails forever. 
They must work harder, 
make more sacrifices even 
as we do, show more en- 
thusiasm for the task of 
defending themselves 
against the communist 








anda 





However, whether the 
nation will accept an ex- 
tension of our foreign aid program, a liberalization 
of our trade policies as suggested by Mr. Gray, or 
both, will depend to a considerable degree not only 
on the Administration’s future actions in the entire 
field of foreign policy, but on the temper of Congress 
and of the nation. The sum total of the Gray pro- 
posals goes well beyond what some influential con- 
gressional leaders are willing to support. 

In this connection, it is pertinent to remember 
that once started along the road of foreign aid, there 
is always a ready excuse for not turning back. Lend- 
Lease was followed by the British loan, and the 
latter by the Marshall Plan. If beyond that, we are 
to continue foreign economic aid—on top of rearming 
Europe—, the danger is that some new reasons for 
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Little in the Nashville Tennessean 


menace and improving 
their own positions. There 
can be no permanent Santa Claus relationship be- 
tween ourselves and them. 

Admittedly the Gray report is aware of this and 
its insistence on greater European cooperation and 
self-help gives it merit as far as principles are con- 
cerned. Whether its formula will prove effective is 
another matter, hence the problem of public accept- 
ance is considerable. At best, it faces an uncertain 
future on the home political front. It also dispels a 
pleasant dream of an early return to a normal inter- 
national economy. 

The industrial nations of Western Europe have 
made substantial recoveries in living standards and 
production. The dollar gap is no longer the problem 
it was. While with the (Please turn to page 252) 
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Limited or Extended Market Re-Adjustment? 


The market has risen moderately over the last fortnight. The basis for a continuing advance, 


however, is not convincing. Stock prices are in historically high ground. There are a number 


of vital uncertainties, especially in foreign affairs. It is still our view that buying should be 


deferred, and that substantial cash reserves should be held. 


By A. T. MILLER 


jt Se some seven weeks in which the 
Dow industrial average had been restricted to a 
9-point trading range — and the maintenance of 
roughly a 6-point range for the rail average for 
more than five weeks — the market gathered fresh 
strength in the Thanksgiving holiday week, by the 
end of which the industrial average had bettered its 
October 7 pre-election high of 231.81 by about 4 
points and the rail average had exceeded its October 
18 top by a fraction. Utilities remained largely dor- 
mant. Both our broad weekly indexes and the indi- 
cator chart on this page reflect a current increased 
willingness, by investors and traders, to buy stocks; 
and a corresponding decrease in willingness to sell. 
The recent reaction lows in the daily averages— 





222.52 for industrials and 64.48 for rails—were 
reached November 6 in association with official con- 
firmation of Chinese intervention in the Korean war. 
The subsequent rebound has been facilitated by the 
following factors, in order: (1) the surprising scope 
of opposition gains in the recent elections; (2) Chi- 
nese tactics which, although still far from clear, 
have been taken as more indicative of maneuvers 
for a “deal” than an irrevocable challenge to the 
United Nations and the United States; (3) pub- 
lished reports that influential Democrats on the 
House Ways and Means Committee were leaning to- 
ward a compromise corporate tax boost substan- 
tially more moderate than the excess profits tax 
advocated by the Administration; and (4) consider- 
able short-covering in recent days, fol- 
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MEASURING INVESTMENT AND SPECULATIVE DEMAND 


lowing penetration of the October highs 
by the two daily averages most widely 
watched. 


340 Some Technical Considerations 


An upside “break-out” from a trad- 
ing range does not necessarily indicate 
an important rise. This one has been 
aided, as noted, by snap-judgment in- 
terpretation of news—news which can 
280 shift from week to week. It has been 


320 


300 


facilitated also by a fairly sound tech- 
260 nical position, for at no time on the 
post-Korea rebound did speculative ten- 
2uo dencies, as measured in market selectiv- 


ity, go to excess. The seven-week pause 
heretofore cited provided some correc- 
tion in itself, to that extent bolstering 
the technical position. 
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220 TT) As long ago as last June the indus- 
| trial average made a high of 228.38. It 

210 M.W.S. 100 HIGH 105 took three months or so to recover from 
INVESTMENT DEMAND PRICED STOCKS LA the reaction touched off by the start of 

200 teak a Oe - 100 the Korean war, and to better the June 
te oe 04 high by a little over 3 points. Now, 

190 oashoesstee|— 4° _ wth* | 96 after seven weeks, the October high has 
be eogs been extended by 4 points. If it remains, 

snail M.W.S. 100 es as heretofore, mainly an investment 
LOW PRICED STOCKS market, we reason that medium-term 
0 ai a: oe SPECULATIVE DEMAND possibilities on the upside are still rela- 
—— s ak ce Ce ee oe 85 tively limited; for, as compared with 


earlier phases of the 1949-1950 advance, 
a waning momentum has been evident 
for some time. And if any significant 
degree of speculative enthusiasm devel- 
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ops, that would make the 
case for a corrective reac- |\70 
tion of some scope, which 
we have been allowing for | 16° 
within the medium term, |j50 
all the stronger. 

There is, of course, more 
or less steady buying of | 13° 
stocks by open-end invest- | 230 
ment trusts, and by*® mana- 
gers of pension funds, per- | 220 
sonal trusts, etc. There is 
nothing new in this, and it } a10 
is increasing only quite 
gradually. Two things to | 200 
remember are that this de- 
mand has not prevented | 190 
periodic downswings in the 
market heretofore; and 
that these buyers make 
little or no effort to apply 
judgment in the timing of 
purchases. They are invest- 
ing other people’s money. 
Their responsibility is ade- 
quately carried out if they 
invest funds about as fast 
as new cash becomes avail- 
able — tending to average 
prices paid to some extent 
— and if only good-grade 
securities are bought. To 
call this “good” buying 
would be absurd. For every 
lot of stock that these 
managers buy there is a 
seller. The sellers are not 
the small-fry public; and they are using judgment 
in the timing of sales. Whether it is the right judg- 
ment, only time can prove. 

But certainly it makes sense to become less op- 
timistic as the market rises in any degree from an 
already high level—the highest in about 20 years. 
Allowance must be made for much more tax-selling 
than has been carried out so far. Allowance must 
also be made for sharply higher taxes, the important 
details of which still remain to be clarified. And 
allowance must be made for the fact that the Fed- 
eral Reserve System is fighting inflation with vigor- 
ous credit curbs; and is now in full agreement with 
the Treasury on a restrictive short-term interest- 
rate policy. Finally, allowance must be made for 
unforeseeable, but unsettling, contingencies in 
foreign events. 
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They Mean Business! 


When the monetary-credit authorities mean busi- 
ness—and we do not see how there can be any doubt 
of it in the present instance—they have always been 
able to check credit expansion; and when they have 
“put on the brakes’, the stock market has sooner or 
later declined. Those who laugh it off are merely 
getting further and further out on a limb, the exact 
breaking point of which is not predictable. There is 
strong evidence that commercial bank investments, 
regardless of the trend of bank loans, have prophetic 
Significance; and, of course, deflationary credit 
moves will affect bank investments promptly, as re- 
flected in variations in Government obligations held. 
Bank investments reached a peak 6 months ahead 
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of the major market top in 1919; 16 months ahead 
of the 1929 top, the longest time that people were 
able to ignore the handwriting on the wall; 8 months 
ahead of the 1937 market high; and 4 months ahead 
of the 1946 high. 

If you discard 1929, when many followers of the 
stock market had their heads too far in the clouds 
even to be aware that there was such a thing as the 
Federal Reserve, the lead of bank investments in 
modern times has been 6 months. In the present 
instance, investments of reporting member banks 
made their peak about 11 months ago, in January 
1950; and the decline therein to date amounts to 
over $3.3 billion or roughly 8°. There is nothing 
exact in these relationships. The trader, if he knows 
enough to keep them in the back of his mind, may 
wait for more definite evidence of deterioration in 
the vitality of a price upswing before selling stocks. 
Typical investors would be foolish to try to draw 
the line too firmly. 

The market is at a high level in its historical price 
range. It has taken a tremendous amount of bullish 
“ammunition”, in the form of abnormal third quar- 
ter earnings and a heavy concentration of generous 
year-end dividend payments to put it modestly 
higher. There will be no such “ammunition” to work 
with after the turn of the year; and it is not a good 
bet, as things look now, that fourth-quarter 1951 
dividends will be anywhere near this period’s total 
in 1950. The market has now been looking generally 
on the bright side of most everything for some 
months; and such moods are never sustained in- 
definitely. Finally, it has to be noted that in foreign 
affairs the market has (Please turn to page 252) 
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By WARD GATES 


| Truman has called upon the lame 
duck Congress, which met November 27, to pass an 
excess profits tax, retroactive to July 1, 1950, so as 
to raise $4 billion additional revenue a year. Secre- 
tary of the Treasury Snyder subsequently outlined 
the details of the Government’s tax plan, and it 
proved by no means a mild one. It proved to be a 
plan with a “bite’’, and the ensuing protest storm 
by business spokesmen is understandable. 

Prior to the elections, the Administration talked 
about a mild EPT to skim off extra profits arising 
from defense contracts. But Mr. Snyder’s proposal 
would make many companies pay an EPT even 
though their profits haven’t gone up since the de- 
fense program started. One cannot escape the con- 
clusion that politics are clearly in the whole EPT 
scheme. This suspicion becomes all the stronger 
when one hears labor spokesmen tell Congress that 
the $4 billion EPT plan would not take big enough 
a bite from corporate earnings, that the proposed 
levy should be designed to raise $5 to 7 billion which 
“would involve no serious hardship to corporations 
at the present level of earnings.” 

It has been said that Secretary Snyder has been 
merely carrying out the wishes of the White House 
in trying to get EPT passed by Congress but that he 
considers passage of the legislation hardly likelv; 
that moreover, the Treasury actually opposes EPT 
because it is too difficult to administer and too hard 
to apply fairly to all corporations. Chances are 
strong, of course, that the lame duck session will get 
nowhere with tax legislation if onlv because of lack 
of time. But the prospect of an EPT, nevertheless, 
cannot be dismissed, if not this year then next year, 
though there is a growing inclination towards rais- 
ing the straight corporate income tax rate instead. 
The latter move has a great many supporters par- 
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ticularly among businessmen but the de- 
bate runs high about how big a boost busi- 
ness could stand. 

Since it is premature to assume that the 
prospect of an EPT is definitely fading, it 
might be just as well to take a look and 
analyze what it might mean to business. 

EPT would be levied on all corporate 
profits above the level considered ‘“‘nor- 
mal”, and “normal” earnings would be 
determined either on basis of past earn- 
ings or of return of invested capital. If 
the earnings basis is chosen, the three 
best profit years during the 1946-49 period 
would be taken, and the Treasury would 
tax at the rate of 75% the profits which 
are in excess of 75% of net earnings dur- 
ing the three-year base period. This would 
be a little less drastic than the World War 
Il EPT which ran to a maximum of 85.5%. But it’s 
stiff enough. 

As an alternative, companies could use an invested 
capital base similar to that permitted in the pre- 
vious EPT law, which allowed corporations to con- 
sider as normal earnings 8% of the first $5 million 
of invested capital, 6% of the next $5 million and 
5% of capital over $10 million. Mr. Snyder would 
retain a similar bracketing but would raise the rate 
allowed as normal by one-quarter to one-third. 

What’s significant is that Mr. Snyder has offered 
practically the toughest version of EPT that’s been 
proposed this year, a version that assumes, by allow- 
ing less than 100% of base-period earnings as a 
credit, that profits in postwar were excessive. The 
Administration has thus met head on the rising tide 
against the EPT idea. Instead of placating critics by 
proposing a light tax measure, it decided to recom- 
mend to Congress a tough one, one that would hit 
even corporations which get no lift out of the arms 
programs. Instead of soaking up defense profits, it 
would merely be another measure to “soak” busi- 
ness. This is just one more reason why it is ex- 
tremely doubtful whether Congress will buy the 
idea. It also explains the heated attacks levelled at it 
by all types of businesses. 





Shortcomings of EPT Are Numerous 


The shortcomings of any kind of EPT are well 
known and recognized. It has been called, and with 
justification, unsound, unworkable and inflationary, 
a tax that is discriminatory, causes extravagant busi- 
ness practices and stifles production and growth. 
It’s been called a “‘success tax’’, because it penalizes 
success. It’s been called detrimental to industrial 
growth and expansion, particularly unfair to growth 
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companies—those who have made additions to plant 
and equipment in recent years but have not yet had 
time for these additions to be reflected in higher 
earnings. The television industry is an excellent ex- 
ample. Their earnings in the 1946-49 base period 
have been modest, but this year they soared. Their 
EPT credit would be merely nominal, as a conse- 
quence, and the bulk of future earnings would be 
subject to the 75% tax rate. EPT to them would be 
more or less confiscatory. 


A Glaring Defect 


A glaring defect of EPT is that it is difficult to 
draw a line between fair, normal or reasonable 
profits and unfair, abnormal and _ unreasonable 
profits. Because of this difficulty, the EPT becomes 
a special levy on profits in general, using the single 
criterion of size in relation to some arbitrarily de- 
termined base yardstick. True, there is talk of some 
“relief” provisions to take care of new or rapidly 
growing companies and those who suffered an ab- 
normal drop in earnings during the base period, but 
it is always questionable to what extent such pro- 
visions would lend themselves to ‘reasonable ad- 
ministrative determination.” 

It is unfortunate that the President from the start 
has pushed the debate in the wrong direction by pro- 
posing that the tax be designed to produce a spe- 
cific amount of revenue. Had he merely wished to tax 
what he considers excess profits, the question of 
definition would have had to be faced, instead of 
sidetracked. It would have steered the debate into 
more realistic and constructive channels, and away 
from the many strident generalities which one is 
hearing. 

The congressional committee which has been con- 
ducting hearings on the EPT proposal has been 
guilty of obscuration by ruling out any proposals 
for other types of corporate taxation. Yet compari- 
sons should be made, particularly in view of the 
rising sentiment in favor of a straight rate increase. 
If the latter would do the same job with less trouble, 
why not substitute it? But part of the answer is that 
it doesn’t. For any boost in the straight income tax 
rate would hit corporate incomes fairly uniformly 
and thus be practically certain to be passed on to 
consumers in the form of higher prices. The same is 
most unlikely of EPT since it would have 


strong case against any EPT, and a good case for a 
corporate “defense tax” on a straight percentage 
basis which would put the effective corporate tax 
rate anywhere between 50% and 55% of taxable 
earnings. Congress will have the final word, but 
since that body will likely act conservatively in the 
tax matter, there is a good chance that there may 
be no EPT, barring total war. If so, this would 
have significant selective implications for the stock 
market. 

Many shares in recent months have risen large- 
ly, or partly, because of presumed favorable EPT 
positions. To mention only a few major groups, the 
railroads would lose considerably in appeal under 
a straight tax increase, and oils and coppers to a 
lesser extent. Utilities in most cases would fare 
worse also, even to the extent that some dividends 
would be put into question. That, however, applies 
to any tax increase. A large number of individual 
stocks outside of these groups would be more or less 
subject to reappraisal. Growth stocks in general 
would get a better break under a straight rate in- 
crease than under EPT. 

In the circumstances, it stands to reason that the 
tax question is a prime matter of concern not only 
to business but to investors as well. Both will want 
to know how prospective taxes will hit profits and 
dividends, how it will affect the source of internal 
financing which played, and will continue to play, 
such a vital role in expansion programs. 


Some Projections 


In order to illustrate the varying impact of higher 
taxes, whether in form of a straight rate increase 
or EPT, we present calculations applying to a num- 
ber of companies based on straight corporate income 
tax rates of 42°, 50% and 55‘, respectively, as well 
as on the Administration proposed EPT figured on 
an average earnings basis. We would like to empha- 
size that the 1950 earnings estimates used cannot 
of course lay claim to accuracy since neither fourth 
quarter results nor vear-end adjustments are avail- 
able or foreseeable. Still, the main purpose is to 
demonstrate the varying tax impacts rather than 
project earnings and our calculations, we believe, 
adequately serve this purpose in spite of their hypo- 
thetical character. 





widely varying impact. This is a valid 
consideration in appraising the inflation- 
ary effects of the two types of taxes. 40 

It has been argued that EPT would 
penalize small concerns and growth com- 
panies, and unless they would get spe- 
cial relief this will be quite true. But 
how about businesses which are just 
getting along, showing fairly meager 
profits? Any rise in the straight tax rate - 
would hit them heavily while an EPT 
probably wouldn’t touch them. In other 
words, there are many pros and cons, 
making it a subject that can hardly be lo 
discussed in generalities. All the more 
should the present debate probe deeper, 
lest EPT be either passed in unsatisfac- 
tory form or rejected for an unsatisfac- 0 
tory substitute. 

Business organizations, tax experts 
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and economists have been making out a 
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In analyzing these data, we find that a straight tax 
boost to 50% would occasion only modest earnings 
declines, certainly nothing severe enough to en- 
danger dividends or markedly reduce earning power. 
The average drop in per share net would come to 
about 15%. 

A 55% tax rate would hurt more, as is quite 
natural. The average earnings drop would be around 
25%, and in some cases, due to special circum- 
stances, rather more, just as it would also exceed the 
average under a 50% tax rate. 

A 55% rate were bound to raise questions about 
dividends in some instances, particularly where re- 
cent payments have been liberal. Where payments 
have been conservative, there will be little threat to 


stockholder distributions unless there is also need. 


to conserve capital. That of course is a matter of 
company policy that cannot be readily foreseen. 

The impact of EPT, on the other hand, would be 
almost uniformly drastic though there are some 
interesting exceptions and considerable variations. 
Earnings of Radio Corporation of America, on basis 
of our hvpothetical projection, would drop to $1.80 
a share from $3.05 under a 42% tax rate, a decline 
of 40%. Roughly the same would happen, on a per- 
centage basis, to Minnesota Mining & Manufactur- 
ing, whose per share earnings would be reduced to 
$7.35 from $11.65. 

In the case of U. S. Steel and General Motors, both 
heavy prospective payers of EPT, the decline in per 

















Projections of Potential Impacts of 
Various Tax Rates on Corporate Earnings* 
Indicated 1950 
1950 —— Estimated Net Per Share —— 
Div. 75% 
42% 50% 55% EPT 
Tax Tax Tax Tax 
American Cyanamid $4.62 $9.25 $7.85 $7.00 $4.90 
Bendix Aviation! 3.00 7.55 6.45 5.85 4.95 
Caterpillar Tractor .... 2.25 8.40 7.25 6.50 4.90 
Celanese Corp. of America 2.40 7.85 6.65 5.95 4.85 
Chrysler Corp. B55 975° ABAS 390 1255 14.46 
Deere & Co.” ......... hare 550 1465 1245 11:15 9.30 
Easton Mfg. .......... 7 3.00 7.75 6.60 5:95 5.10 
General Motors ... 6.00 10.95 9.35 8.35 6.65 
Gillette Safety Razor 4.87 8.10 6.90 6.20 5.90 
Goodrich (B. F.) Co. 5.50 20.75 17.00 14.70 14.60 
international Paper . ; 273 6.65 5.55 4.90 4,20 
Johns-Manville ................ 3.50 6.70 575 5.10 4.40 
Libby-Owens-Ford Glass .... 3.25 5.85 5.05 4.50 3.75 
Lone Star Cement ............... 5.50 10.00 8.40 7.25 6.75 
Minnesota Mining & Mfg. ..... 3.20 11.65 10.00 9.05 7.35 
National Biscuit .................... 2.30 3.10 2.65 2.35 2.50 
Pad TOKO: hésesccisiscssenrcsnes SOD 8.75 7.50 6.70 575 
|| Radio Corp. of America ........ 1.00 3.05 2.60 2.35 1.80 
Thompson Products ................ 1.50 7.90 6.75 6.10 5.00 
DB, BRO oo. scscictessetssee 10.00 17.05 15.00 13.45 11.75 
TS Ree een one 3.45 8.55 7.25 6.35 5.25 
Wheeling Steel ...............00.. 2.00 12.95 10.95 975° 7.90 
1 Year ended Sept. 30, 1950. 
2 Year ended Oct. 31, 1950. 
* Based on projected 1950 pre-tax earnings. 
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share earnings would come close to 40%, as it would 
also be for Goodrich. It is interesting to note that in 
the latter instance (Goodrich), the difference in im- 
pact between a 55% straight rate and EPT would be 
very slight; in lesser degree this applies to Chrysler. 
National Biscuit Company would be in an interesting 
position, with per share net under EPT projected at 
$2.50 compared with $2.35 under a 55% tax rate. 
The worst impact, under the 55% rate, would cut 
earnings less than 25% ; under EPT only about 20%. 

Elsewhere, we find a relatively modest difference 
between a 55% tax rate and EPT in the case of Eaton 
Manufacturing where EPT would leave per share net 
of $5.10 compared with $5.95 under the 55% rate. In 
the case of Gillette, the figures would be $5.90 and 
$6.20, respectively ; in the case of International Paper 
$4.20 versus $4.90. Other and somewhat bigger ratios 
of disparity can be gleaned from the table. In the case 
of U. S. Gypsum, while the difference between the 
two tax assumptions would amount to $1.70 a share, 
it would not be very large percentagewise in view of 
the company’s large per share earnings. 

But such instances are not the rule by any means as 
demonstrated by Wheeling Steel which would suffer a 
drop of almost 40% under EPT but only one of 26% 
under the 55% rate. Or by Deere & Co., where the 
decline would amount to 36% and 23%, respectively. 
Similarly drastic would be the potential impact on 
American Cyanamid which under a 55% tax rate 
would suffer an earnings decline of some 24% but 
under EPT one of 46%. 

Growth companies generally, and concerns whose 
1950 profits are sharply above the 1946-49 average, 
will be similarly affected. Television companies are 
prominently in this category. In the case of Philco, 
this factor is less evident because high earnings in 
1947 and 1948 have tended to raise the EPT credit 
measurably, affording a relatively good protection. In 
the case of Radio Corporation, earnings during the 
base years, while tending upwards, have been rela- 
tively small, making for a limited EPT cushion. But 
on the other hand, the company’s earnings improve- 
ment this year has not nearly been so sensational as 
in the case of some other TV makers such as Motorola 
where per share net may reach $16 compared with 
an average of $4.75 for the best three years of the 
EPT base period. In this case, the EPT impact would 
be quite drastic; the company is not included in our 
projections because basic data (pre-tax earnings) 
are not available. 

The examples discussed, and the others listed in our 
tabulation, prove that not only tax increases as such 
but the form of tax increases will have a vital bearing 
on earnings and dividend prospects, and thereby on 
future market valuations of shares. Reappraisal of 
values must remain tentative at best until the exact 
terms of the new imposts are definitely known. 


As already mentioned, there is slim chance that 
EPT will be enacted at the lame duck session of the 
present Congress. What’s more, tax thinking as a 
whole seems to undergo some changes. Thus there is 
talk that a tax bill compromise is being discussed by 
Democratic members of the House Ways and Means 
Committee which would take the form of a small 
boost in the regular corporate tax rate—possibly from 
45% to 50%—and a milder EPT levy than the one 
backed by the Administration. Whether any such 
compromise, even if it can be agreed upon, will im- 
prove the prospect of tax legislation at the current 
session, is still a matter of doubt at this juncture. 
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Importance of Growing Demand 


for Stocks by Institutions 

















By J. S. WILLIAMS 


Y nstitutional buying 
of common stocks, as we 
know, is strongly on the 
uptrend. This not only be- 
cause mutual funds have 
made such progress in 
popularizing their securi- | 
ties particularly among 
smaller investors, but be- 
cause virtually every type 
of institutional investor is 
increasingly attracted, if 
not compelled, to take ad- 
vantage of the higher in- 
come which good grade 
common stocks afford to- 
day. 

Thus we see life insur- 
ance companies, with 
many hundreds of millions 
annually to invest, place a 
growing portion of their 
funds into common stocks 
though such investments 
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(fe) 4, (tials for private trust 
Hise | funds but they are un- 

doubtedly large, and so is 
the potential for savings 
banks, should they be al- 
lowed to invest even a rela- 
tively small part of their 
resources in common 
stocks. 

Since this type of in- 
vestment buying is more 
or less a continuing proc- 
ess under normal market 
conditions, it is bound to 


tion, making for thinner 
markets and potentially at 
least more volatile price 
fluctuations. 

By and large, expand- 
ing institutional buying 
may well act to intensify 














naturally are dwarfed by 
other types such as bonds 
and mortgages. Trust 
funds and pension funds have become increasingly 
buyers of equities, and even savings banks are dis- 
cussing the advisability of investing a part of their 
resources in higher-yielding common stocks. 

Needless to say, a movement of this sort injects 
factors into the stock market which are bound to be 
of significance to market performance both in rising 
and declining market phases. And if carried suffi- 
ciently far, such institutional buying will not be 
without interesting economic and even political 
connotations, particularly if institutional holdings 
in any given enterprise assume controlling dimen- 
sions. 

Just how important institutional buying of stocks 
may become is readily illustrated by a few figures. 
It is estimated that pension plans already in effect 
cover some five million workers and that employers 
are paying over $1 billion each year into pension 
accounts of which about half goes into current bene- 
fits and the balance must be invested. 

Six leading life insurance companies in New York 
with aggregate investments of some $22 billion 
(presently only $1.7 billion in preferred and common 
stocks, chiefly the former) are seeking legal per- 
mission to invest 5% of total assets in equities. 

There are no figures available to indicate poten- 
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market upturns, and at 
least prolong them, just as 
they are likely to mini- 
mize intermediate reactions based mainly on tech- 
nical factors. But what about institutional policy 
in severe market declines? 


What About Declining Market Phases 


Has a new Frankenstein been created to threaten 
another devastating market crash? That is the pro- 
vocative question raised in investment circles by 
recent novel methods of accumulation and distribu- 
tion of securities—especially good quality common 
stocks. What will happen to prices, one may rea- 
sonably inquire, if the time ever should come when 
holders of mutual funds should simultaneously de- 
cide to liquidate their holdings? 

Persuasive arguments may be advanced to sup- 
port the view that selling pressure, in the event of a 
seneral decline, would be accelerated by emotional 
dumping of mutual funds which trust managers 
would be compelled to redeem. On the other hand, 
equally convincing testimony supporting the oppo- 
site view can be marshalled by experienced indi- 
viduals identified with the opened trust movement. 
Experience has been insufficient thus far to indicate 
what might happen under seriously adverse condi- 
tions, but results in moderate reactions in recent 
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years have not been disturbing. 

In view of the fact that accumulation of seasoned 
common stocks by pension funds and by trust ac- 
counts under relaxed regulatory restrictions has 
been taking increasingly significant amounts “out of 
the market” and distribution of securities through 
mutual funds also has been reducing the “floating 
supply” of popular trading favorites, this appears 
to be an opportune moment for examining condi- 
tions arising from these comparatively new develop- 
ments. The subject seems timely also because the 
market, as measured by representative indices, has 
reached historically high levels and because Govern- 
ment authorities have taken steps aimed at retarding 
inflation which could set in motion a temporary busi- 
ness recession. 


Fund Assets vs. Total Value of Listed Securities 


In studying this subject, it may be well to review 
figures indicating the extent to which mutual funds 
and pension funds have purchased securities to be 
distributed among socalled permanent investors or 
to be held indefinitely as a source of income to pro- 
vide for retirement of superannuated employees. 

Perhaps the first thing that impresses the observer 
in studying recent growth of mutual funds is that 
asset values are not huge in relation to total values 
of listed securities. Records are incomplete, but in- 
formation is sufficient to suggest dependable meas- 
urements. Sales and redemption figures are compiled 
by the National Association of Investment Com- 
panies, for instance, an organization comprising 98 
open-end investment companies. Although the asso- 
ciation is not quite all-inclusive, its operations are 
sufficiently comprehensive to indicate trends. As a 
matter of fact, all mutual funds of any size are mem- 
bers of the association. 

A recent compilation of results accomplished by 
member companies in the first nine months this year 
shows that total net assets increased about $381 
million, or approximately 2 per cent, over the total 
of slightly more than $2 billion at beginning of 1950. 
For the full year it is estimated the increase may 
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range between $525 and $550 million, or perhaps 
about 2.5 per cent, to a new peak approaching $2.5 
billion. This rate of expansion, considering aggres- 
sive sales and promotional activities and high rate 
of national income, appears moderate. 

Although this growth is impressive in relation to 
pre-war experience, it is not out of proportion to 
rising popularity of securities. Nor is the total exces- 
sive in relation to total value of stocks listed on the 
New York Stock Exchange. Listed shares at the end 
of October had a value of $88.5 billion, compared 
with $72.6 billion a year earlier. In other words, 
stocks in mutual funds represent probably less than 
3 per cent of listed shares. It may be noted also that 
the value of listed stocks gained about $16 billion, 
or 22 per cent, in the latest twelve-month period. 

The association’s analysis of operations sheds light 
on liquidation of investments incident to the Korean 
scare. Members of the association showed that re- 
demptions in the second quarter this year approxi- 
mated $78.4 million, but in the same three months 
the mutual funds in the group sold shares to the 
extent of $123.4 million for a net gain of about $45 
million. This showing compared favorably with the 
average for a three-month interval in spite of the 
fact that redemptions of approximately 344, per cent 
of net assets represented the highest ratio of with- 
drawals since 1943. 

Judging from experience of trust companies in 
the association membership and typical results of 
others, redemptions in the six months ended Septem- 
ber 30 probably exceeded those for any previous 
semi-annual period for which mutual fund records 
are available. Nevertheless, popularity of the new 
form of investment has gained such momentum and 
merchandising has been so effective that sales actu- 
ally exceeded redemptions and for the six-month 
period distribution probably was larger than for 
any similar half-year except the six months com- 
prising the fourth quarter of 1949 and the first 
quarter this year. 


The Recent Record 


Before taking a look at pension funds and so- 
called “prudent man” trust investments, it may be 
well to glance at a study of market results indicated 
in the Korean decline. There was little evidence of 
actual ‘distress” selling. Several large funds re- 
corded sales sufficient to offset redemptions and none 
had repurchases greatly in excess of sales. On the 
average, redemptions in the last week of June in 
typical companies were only about 1 per cent of 
total assets, a comparatively low ratio. Inasmuch as 
a small amount of redemptions is regarded as nor- 
mal under any circumstances, the pressure induced 
by the market’s summer reaction was no greater 
than might have been anticipated. On basis of such 
experience, there would appear to be little justifica- 
tion for serious concern. 

Additional evidence to suggest that anxiety over 
possible dangers from mutual fund selling may have 
been exaggerated is found in market behavior of in- 
dividual trust shares. A study of price declines ex- 
perienced in the first week of the Kerean “break” 
indicates that percentagewise, mutual fund quota- 
tions declined slightly less than the Dow Jones: in- 
dustrials. Mutual funds concentrating on bonds or on 
preferred stocks registered negligible losses—which 
might have been the logical expectation. Common 


THE MAGAZINE OF WALL STREET 








an” mae ah 7, o— ee cre cote oS hUTS, 








haps 
$2.5 
rres- 
rate 











stock funds dropped about the same ratio 
as the Dow Jones composite index of 65 
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Statistical analysis relating to this single ‘ 
experience should not be regarded as en- 2,200 
tirely conclusive, of course, and critics of 2,000 
mutual funds would be the first to say that 
‘one swallow does not make a summer.” 800 
Mutual fund sponsors, however, feel greatly 1,600 
encouraged over the manner in which the ‘ 
industry “‘weathered the storm.” Results 1,400 
encourage the belief that subsequent dis- 1,koo 
turbances will prove no more alarming, 
because in the meantime investments are 1,000 
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fund managers do not like to have the pub- 
lic know what stocks they are accumulating 
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until such purchases have been completed. 

This desire for secrecy is readily understandable. In 
the case of some large funds, however, considerable 
information is available. Now that pension funds 
are becoming so widely accepted in industry, with 
stock purchases being undertaken on a vast scale 
by professional managers and trustees, additional 
information soon should be available to indicate that 
has been taking place. 

Among the large companies which have been 
operating pension or incentive plans for some time 
are General Motors Corporation and Sears, Roebuck 
& Company. Others which have adopted plans in 
recent years include Motorola, Inc., and Globe- 
Union, Inc. A brief examination of what these com- 
panies have been accomplishing will help shed light 
on the trend toward accumulation of large blocks of 
stocks in a single fund. 

Consider Sears, Roebuck’s socalled “profit-sharing 
and retirement program.” This fund was started in 
1916 to encourage employee loyalty and continued 
service. In forming the program, the company an- 
nounced its intention of contributing annually 5 per 
cent of net earnings before dividends “in order that 
employees may share in the profits of this business, 
and to encourage the habit of saving.”” Management 
hoped in this way to provide a pension that would 
assure a satisfactory income for employees at the 
close of their business careers. 

As earnings have increased, contributions to the 
fund have grown. Thus large sums have been made 
available with which to purchase shares of Sears, 
Roebuck in the open market for the fund’s portfolio. 
At the end of last year there were 102,547 members 
in the fund, which held a total of cash and securities 
having a market worth of $269,088,158. The cash, 
bonds and securities (other than Sears, Roebuck 
shares) totaling about $51,260,000 represented more 
than enough to protect the employees from loss of 
money they themselves contributed. 

The Sears fund since its inception has acquired 
4,936,617 shares of the company’s stock, or 21 per 
cent of outstanding capital stock. So large have pur- 
chases been in recent years in reflecting profitable 
operations that accumulation for the fund has been 
an important stabilizing market factor and no doubt 
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helps explain the higher price-earnings ratio for this 
issue than for other representative mail order and 
merchandising shares. It is interesting to note that 
as recently as 1941, the fund held only 12 per cent 
of the outstanding stock. The ratio had risen to 15 
per cent by the end of 1946 and jumped thereafter 
to 17 per cent in 1947 and to 19 per cent at the end 
of 1948. 

Globe-Union recently decided to formalize a pro- 
gram of vear-end bonus distributions through or- 
ganization of a “savings and profit sharing plan.” 
Emplovees were offered the privilege of joining 
through contributing up to 5 per cent of annual 
income (maximum limit of $250). The company 
agreed to contribute between 6 and 9 per cent of net 
profit each year provided such earnings exceeded 
$600,000. Directors arranged to make available 
10,000 shares of the company’s stock at $10 a share 
and additions are to be made through regular open 
market purchases. Explaining the program, the com- 
pany announced that “a substantial percentage of 
the amount contributed by the company will be 
invested in capital stock of Globe-Union, Inc., so 
that eventually the plan may become the principal 
owner of the shares of this company.” 


Another Example 


Motorola, a leading manufacturer of radio and 
televisian receivers and communication equipment, 
has in operation a similar plan whereby employees 
are permitted to contribute a nominal portion of 
annual income and the company contributes much 
larger proportions. Sums invested by the employees 
are placed in government bonds or retained in cash, 
while company contributions are used to purchase 
shares of Motorola in the open market. In this case, 
too, company purchases have become an important 
market stabilizing factor. It is contemplated that 
the Motorola fund may become the largest holder 
of capital stock. 

Other companies are just beginning to put into 
operation pension funds which propose to purchase 
stocks and bonds with which to provide an income 
sufficient to pay retiring (Please turn to page 250) 
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By ARTHUR C. STRASBURGER, 


Vo is the time for every investor to review his 
position from a tax viewpoint. Of course, other fac- 
tors affecting a market position must also be con- 
sidered. Yet the tax saving opportunities available 
to the average investor before the end of the year 
may be a decisive factor in determining any action to 
be taken in respect to his security holdings. 

Careful planning of year-end transactions is in 
order. The combination of higher tax rates in 1951 
and volatile market action this year should cause 
every thinking investor to examine his capital gain 
and loss position. Actual and “paper” gains have 
been realized in most accounts; yet losses have also 
been suffered. If income taxes can be minimized with- 
out hurting an investor’s market position, some ac- 
tion would appear advisable. There is always the 
possibility that a review at this time will result in 
improvement of security holdings as well as actual 
tax savings. 

To handle security transactions properly from a 
tax viewpoint, the treatment of capital gains and 
losses must be understood. A long-term capital gain 
or loss arises when a security is held by an investor 
more than six months before sale; in each case only 
50% of the gain or loss is taken into account. A short- 
term capital gain or loss occurs when a security is 
held for six months or less before sale; in such a case 
the full gain or loss is taken into account. The maxi- 
mum rate on net long-term capital gains is 50%, so 
that long-term capital gains are, in effect, never 
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taxed at more than 
25% (50% of 50% 
of the gain). 

Since a net 
short-term capital 
gain is taxable as 
ordinary income, 
it is subject to the 
regular income tax 
rates. If capital 
transactions for 
the year result in a 
net capital loss, 
the loss may be de- 
ducted from ordi- 
nary income only 
to the extent of 
$1,000. Any un- 
used portion of the 
loss may be carried 
over for the next 
five years as a 
short-term loss to 
offset capital gains 
and up to $1,000 
ordinary income in 
each of the five 
years until the loss 
carryover is ex- 
hausted. 

Corporations 

are not given all 
the tax advantages 
of the individual 
investor. Both 
short-term capita) 
long-term and 
gains and_ losses 
are taken into ac- 
count in full. The 
maximum rate on 
net long-term capital gains is 25%. Short-term capi- 
tal gains are taxable at regular rates. Capital losses 
cannot be used to offset any ordinary incomes; such 
losses can only offset capital gains and be carried 
over for five years to reduce any future capital gains. 

As a result of these rules, it is apparent that in- 
vestors are given a tax break on capital gains, since 
the maximum effective rate on long-term capital 
gains is 25%. As a result, it should be an investor’s 
objective to have as much of the gains as possible 
fall into the long-term capital gain category. Further- 
more, if possible, losses should be used to offset capi- 
tal gains or reduce ordinary income. 


Tax Attorney 


How To Go About It 


To accomplish these tax objectives, it is advisable 
for an investor to prepare a list now of his actual 
gains and losses realized in 1950, segregating long- 
term from short-term transactions. Then he should 
prepare a separate list of “paper” or unrealized 
gains and losses on securities owned. A net gain on 
actual transactions will indicate that paper losses 
should be realized to offset the gain. Likewise, net 
losses will offer an opportunity to realize paper prof- 
its without incurring additional tax liability. This 
method of offset is one phase of tax planning which 
must be done before the end of the year. 

Another phase is to anticipate the tax picture in 
the following years. It is fairly certain that tax rates 
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will be increased for individuals as well as corpora- 
tions next year. Hence, it may be prudent to realize 
gains now before higher rates become effective. In 
addition, many investors are carrying paper losses 
in their portfolios with the hope that some day they 
can recoup their cost. A sale of such depreciated 
securities will offset gains realized; any unused loss 
will reduce ordinary income by $1,000 and the bal- 
ance may be carried over to 1951, 1952, 1953, 1954 
and 1955 to offset gains and ordinary income when 
rates are expected to be higher. 

In the schedule of paper gains and losses in an 
investment portfolio, it may be possible to “age” the 
securities in order to determine what securities held 
over six months have appreciated in value and what 
shares held six months or less have depreciated in 
value. Since a gain creates the least tax cost when 
it is a long-term capital gain, and a loss provides the 
greatest offset against taxable income when it is a 
short-term capital loss, stock transactions should be 
classified with that in mind. 


Identification of Stock Purchases 


If possible, stock certificates should be specifically 
identified when purchased, particularly if several 
purchases are made of shares in the same company. 
By following this procedure, it will be possible to 
identify the particular shares to be sold, choosing 
those which will provide the greatest tax advantage. 
The “aging” and identification of shares will permit 
the sale of high-cost lots to reduce gains or increase 
losses; conversely, the sale of low-cost lots will in- 
crease gains or reduce losses. By determining now 
the result of security transactions thus far in 1950, 
an investor may decide on what action is best to leave 
him in the most favorable tax position. 

He should be particularly aware of the six-month 
holding period. If a security has not moved, either 
up or down, to an appreciable extent by the time six 
months have passed, that stock or bond should not 
enter into tax planning. However, if a security has 
a substantial book loss and has been held less than 
six months, it may be advisable to sell. A $2,000 loss 
will be cut to $1,000 as soon as a stock is held for 
more than six months. 

Furthermore, it may be possible to take sufficient 
losses to offset the full amount of capital gain plus 
$1,000 of ordinary income. An investor in a 50% 
income tax bracket would save $500 in taxes by 
realizing losses which could reduce taxable income 
for 1950 by $1,000. When paper profits have de- 
veloped, he should wait until six months have passed ; 
then a $2,000 long-term capital gain will be offset by 
only $1,000 of short-term losses or will be taken into 
account as $1,000 of taxable income. 

Therefore, in security tax planning, two funda- 
mental rules should be followed. A gain stock in 
which has appreciated in value should be held for 
more than six months before sale; maximum tax on 
such gain would be 25%. A stock which has lost in 
value should be sold within six months of purchase. 
The full loss will then be effective against gains and 
$1,000 of ordinary income. 

In determining the net gain or loss from security 
transactions in 1950, the carry-over of any net capi- 
tal loss from prior years should be considered. If 
such a carry-over exists, it may permit the sale of 
securities at a gain which will be completely offset 
by the carry-over loss. 

A security which is worthless, is deemed to be- 
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come worthless on the last day of the year. However, 
to avoid any question as to worthlessness, it would 
be advisable to sell the stock even if only a nominal 
amount is received. Such a sale before the end of the 
year is an identifiable event to support a loss de- 
duction for 1950. 

Year-end sales by taxpayers on a cash basis can 
be made through December 31 in order to establish 
a loss for that calendar year. In order to establish a 
gain in 1950, the sale must be made before December 
28. The difference in the closing dates for gains and 
losses in 1950 is due to the fact that a loss is allowed 
as of the contract date, but a gain is not taxable in- 
come until the proceeds are actually or constructively 
received (3 days after sale). 

There are advantages to selling even to realize 
gains. Not only would the gains be taxable in 1950 
at lower rates, but the investor interested in main- 
taining his investment position could re-purchase 
the security immediately, thereby raising the cost 
basis for potential short-term loss in a falling market 
or lessening the gain in a rising market. Should the 
effective maximum rate on capital gains be raised 
above 25% in 1951, as labor unions are requesting, a 
realization of paper profit in 1950 at present rates 
would be advisable. Only gains above repurchase cost 
would be subject to higher tax rates. 

If not all paper profits are realized in 1950, at least 
the sale and repurchase of some investments will in- 
crease the possibility of a capital loss developing, if 
the market should decline from its present histori- 
cally high averages; such a loss may be used to offset 
any profits which are not taken until a later year. 

Although “gain” stocks may be sold and repur- 
chased immediately with normal tax consequences, 
that is not so of securities in which a loss will be 
realized. Where securities are sold at a loss, either 
short-term or long-term, a 30-day period before and 
after sale must elapse without purchase of the same 
stock or a substantially identical security. Otherwise 
the loss will not be deductible, but will be added to 
the basis of the new stock. 


Three Methods to Maintain Investment Position 


There are three procedures that can be adopted to 
establish a “‘tax loss’ and yet maintain an investment 
position. The investor may sell his stocks or bonds; 
wait 30 days and then repurchase the securities sold. 
Or he could sell his stocks and bonds and immediately 
buy comparable, not identical, securities; as for ex- 
ample, different stocks in the same industry—Bethle- 
hem Steel for U. S. Steel—or bonds of the same rat- 
ing, maturity and yield. Then after 30 days, the 
holder may reverse his transaction and obtain the 
original security held, if he wishes. 

As a third alternative, an investor who is of the 
opinion that a security will advance during the 30- 
day waiting period and wants to stay in the market 
during that period, can buy an additional amount 
of stocks or bonds, doubling his original investment, 
maintain this position for 30 days and then sell the 
original security held to establish the loss. In this 
manner, the holder never loses his position. This 
procedure is also effective when there is no com- 
parable stock or bond into which the holder can 
transfer his funds during the 30-day period. 

If the last alternative is chosen, additional securi- 
ties must be purchased by November 29 in order that 
there may be a 30-day period before the original 
stocks or bonds are sold at a loss in 1950. This is so 
since sales up to and = (Please turn to page 252) 


219 











bain 3 > *, 
Si 


< 


Happeniniy 2 in® i Kiki 


se 


Boos 
Pps 


W. hi | a: 
idee §=POLITICAL LINE-UP 


By E. 


REPUBLICAN members of the senate are prepared to 
test the Administration’s sincerity in pleading for 
a continued bi-partisan foreign policy by asking for 
better numerical representation on the foreign rela- 
tions committee. They consider that election returns 





WASHINGTON SEES: 


Wielding their 3-to-2 majority on the ways and 
means committee, democrats have succeeded in 
narrowing the tax issues and clipping off the time 
allowed for consideration, but will find they only 
have transferred the fight from the committee room 
to the floor of congress. 

Somewhere along the line, the original strategy 
blew up. It first was planned to permit witnesses 
to discuss excess profits tax or any substitute they 
might suggest, but strictly limit the time allowed for 
each presentation. Repetition during floor debate 
might then be cut off with the valid explanation 
that the subject already had been examined, ex- 
cess profits levy been upheld in the comparison. 
But the democratic committeemen, under the urg- 
ing of the White House and organized labor, 
shifted position, refused to hear argument in sup- 
port of substitutes. (Meanwhile, a determined cam- 
paign of publicity was launched to create the im- 
pression that the alternative to excess profits tax 
is higher levies upon individual incomes. Instantly, 
a mail-bag lobby descended upon congressmen, 
demanding that they soak the corporations, and 
promptly.) 

The committee vote for cloture was on straight 
party lines. The democratic committeemen can 
rationalize that they were “mandated” by congress 
to bring in an excess profits tax bill, not merely a 
tax bill. But there is nothing to bind the senators 
or representatives to vote for such a bill when it 
is received, and deviations from the committee 
vote pattern can be looked for. Assuming the house 
adopts a strict “rule” limiting debate, the senate 
still can “discourse at length” (filibuster). And it 
isn’t difficult to detect a growing disposition to do 
just that. 
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provide the political basis for such a request and 
point out that, in any event, it is a misnomer to call 
bi-partisan an undertaking that is guided by eight 
democrats to five republicans—the present commit- 
tee setup. They’d be willing to settle for a 7-6 lineup, 
with the democrats having the seventh man. When 
the republicans controlled the 80th Congress they 
created that alignment, and that’s another argument. 
REGARDLESS of personnel, or personalities, the com- 
mittee to be formed in January is almost certain to 
lean toward a less-political type of foreign relations 
control than now exists. The democrats lost three of 
their committeemen at the polls, Senator Millard 
Tydings and Senator Elbert Thomas on election day: 
Senator Claude E. Pepper in the Florida primary. 
They carried out White House pronunciamentos to 
the letter; it’s doubtful that Mr. Truman will find in 
their committee replacements a trio as willing to hew 
to the political party line. And he’ll still have Senator 
Walter George, a “non-conformist’’, to contend with. 
POST OFFICE operating deficit which has been run- 
ning to an estimated 500 million dollars annually may 
soon be cut 20 per cent and congress will have no 
part of the credit. At the Department’s insistence, 
Interstate Commerce Commission looked into the 
railroad rate schedules, let the rails know that de- 
fense might be difficult, and the carriers have stipu- 
lated a change. Under existing schedules, the govern- 
ment is charged full rate on an outbound car carrying 
the mail, and pays the same rate when the car “dead- 
heads” back. Railroads fought legislation to cancel 
the return trip charge, now agree to it, effective 
January 1, 1951. 

WHITE HOUSE aides are attempting to persuade Presi- 
dent Truman to make a start on a Fair Employment 
Practices Act (legislation he has been unable to put 
through congress) by directing procurement officials 
to write into all war contracts a condition that race. 
color, or creed shall not be an employment barrier in 
execution of the order. To do so would invite the 
rage of party members from the southern states and 
the President might be unwilling to invite that 
trouble with election two years off. Anticipating Mr. 
Truman’s action, the southerners are quietly drafting 
a “rider” to ban sale of liquor in areas near plants 
where war contracts are held. 
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The campaign is over for the general electorate 
but it is only beginning in the halls of congress. The 
democrats, on the one hand, are faced with the necessity of 
picking a majority leader and whip among many available, 
even anxious candidates, while the republicans are specu- 
lating and getting ready to sit in on their first liberal 
vs. conservative fight with no holds barred, in the Senate. 
The "campaigns" and mustering of sentiment will continue 
through the current "lame duck" session, and the test will 


come when the 82nd Congress convenes, in January. 





























It's no simple popularity contest on either 
side. The results will go far beyond building personal 
prestige for the winners. The GOP Presidential nomination 
in 1952 may well be at stake, and basic planks in the Truman 
Fair Deal most certainly are in the balance. 























Senator-elect James Duff of Pennsylvania, will 
not make the audacious move of attempting to seize the 
leadership reins now in the hands of Senator Taft of Ohio. But to establish a record 
on which he can go into the 1952 party convention as a serious contender for the top 
nomination, he must openly challenge the conservative legislative principles of the 
Taft-Wherry-Milliken group. The year 1951 will see the republican senators locked ina 
policy fight which only one side can survive with voting strength. 

















Democrats having lost their leader, Senator Scott Lucas of Illinois, and 
their whip, Senator Francis Myers of Pennsylvania, have double trouble. The senators 
from the southern states are demanding recognition, pointing to the fact that they have 
not exercised leadership, in name, in two decades -- since Senator Joseph Robinson of 
Arkansas, was the party's legislative chief. (The fact that the house speakership 
has been held during those years only by southerners, except for the brief tenure of 
Henry T. Rainey of Illinois, isn't being taken into consideration.) The men from 
below the Mason-Dixon Line are likely to unite eventually on Senator Robert Rossell 


of Georgia. 


While the republican family fight is based on policies and the democratic 
battlo turns on sectionalism, the latter party actually is undergoing a test of party 
principles too. If the leadership falls into southern hands, such measures as Fair 
Employment Practices Commission will be blocked by the simple expedient of holding 
them off the calendar. Republicans will make a fight to have the civil rights code 
rounded out -=- and thoy'll make political cavital out of the fact that the majority 
party blocked it. 









































Senator Taft will be under the disadvantage of having his every act weighed 
in the light of an active candidate for the Presidential nomination. He has said he 
will not invite the convention's nod, on the other hand won't ignore it. And in 
politics that spells candidacy. He need not fear the heavy guns of his democratic 
colleagues, for that type of shooting is to be expected and its effectiveness nulli- 
fied by the visible tag "politics." What Taft needs to fear, and will have reason to, 
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The country, and his party, will benefit by the return of Senator Arthur H. 
Vandenberg, Michigan solon who, it had been thought, would be lost to congress by the 
wisdom of husbanding his health. Vandenberg is the architect of the bi-partisan 
foreign policy. He would be needed to hold it together in the next congress; can, 
and will, induce the White House to give the strengthened republican ranks greater share 
in creating and executing the policy. In improved health, he's back in the Capital. 

















Organized labor wasn't ready for the wholesale defeat of the candidates it 
backed, hadn't thought to prepare the usual "explanatory" statements and sputtered 
out some observations that go to the ludicrous. Example is this, from the Machinists 
Union, one of the nation's most powerful: "After their 1946 victory, Taft and his 
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coalition saw as their principal enemy, the President of the United States, Harry 
Truman. There is a real danger that they will make this mistake again when in fact 
their real enemy is not Harry Truman but Marshal Stalin, overlord of the Kremlin. 
If Taft and his victorious coalition repeat thoir mistakes of 1946 it will be Stalin, 
not Truman who benefits. All America will lose.* 

















That's one of the more extreme stitements. On other analyses, it's evident 
the union spokesmen have put their heads tozether, for their statements run to a pat- 
torn. They forecast shifts in domestic and foreign basic policy; attempt to reduce 
spending and build a military machine at th> same time -- "impossible" the unioneers 
say; a determined fight against an excess profits tax bill; tougher labor laws "if 
possible"; a wishy-washy attitude on price controls amounting to "too little and 
too late.” 


























Labor doesn't admit its defeat was crushing. Claimed is a major role in the 
election of 11 senators (19 were indorsed). But there are no ready figures on the 
number of labor indorsees who lost house races; instead, the union headquarters point 
out that defeats in the lower branch were less than one-half the number suffered in 
the preceding off-year election. This division of the two houses is reckoned on the 
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"anti-labor"; 183 representatives are "friends of labor" and 252 are out. On that 
measurement, the unions lost 26 house seats in the election. Ace in the hole: "Labor 
retains, comfortably, more than the one-third vote necessary to sustain a Presi- 
dential veto." 




















Congress will take a new look at agricultural legislation, junk all theories 
propping the Brannan Plan, and write a series of bills that will carry out republican 
policy, or pass none. Survey of returns in pivotal states such as Illinois, Iowa 
and Ohio, show that the GOP gained substantially in rural areas. Secretary Brannan 
is credited with bringing these states into the democratic column in 1948, but that 
was before he enunciated his "plan." 

















While President Truman says he had the,Brannan Plan in mind when he indorsed 
pending farm legislation in his Chicago speech, it is noteworthy that he didn't call 
it by name. The President's closest senatorial friend, Clinton P. Anderson of New 
Mexico, was outspoken. The Brannan Plan defeated many democratic senators, he accused. 














A sidelight, and an important one, is the effect the election may have on 
the congressional committees charged with preparation of tax legislation. Three of 
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New York, Carroll of Colorado, Young of Ohio; all Administration stalwarts. 








The senate finance committee lost two equally vigorous White House allies 
-- Lucas and Myers. The republicans retained present strength on both committees. 
While the democrats had numerical majority and will retain it when the houses are 
organized in January, seniority rights will hold several anti-Truman members on each, 
others of same persuasion will be in line. 

















As a sign that the Administration may except plenty of criticism even from 
some of its normal supporters, the recent blunt comments of the democratically con- 
trolled Senate Armed Services Preparedness sub-committee have furnished considerable 
portent. . For disposing of war materials and government-owned plants at large discounts 
from their real value since Korea, the Munitions Board and the General Services 
Administration have been subjected to ribbing in no uncertain terms. The prodding 
Suggests that a good deal more of the same sort may be in store. 





The private rental housing industry may be next in line for a system of 
federal controls. A few weeks hence may see regulations fixing 80 per cent as the 
maximum commercial financing permitted. Ani a looked-for result of Federal Reserve 
Board actions in the field of housing, is an increase in farm building. That will 
result from diversion from residential, commercial, and recreational construction. 
Shelter for food, feed and animals, plus essential dwelling repairs should carry the 
total outlay to 2 billion dollars. 
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By V. L. HOROTH 


;. ae Getulio Vargas, who from 1930 to 1945 
was a combination of president and benevolent dic- 
tator of Brazil, will assume the presidency of the 
second largest Western Hemisphere country next 
January 31. A good friend of the late President 
Roosevelt, Senhor Vargas played a somewhat 
Rooseveltian role in the history of his country. 

Known affectionately as “‘Getulio” to the million 
of ‘“queremistas”’—the ‘“wanters”, that is the poor 
farmers and workers—he is thoroughly disliked by 
the “granfinos’, the Brazilian version of our ‘‘eco- 
nomic royalists”, and by progressive Sao Paulo 
businessmen and industrialists. 

Since he dwarfed all other political leaders, his 
election was a foregone conclusion. During the 15 
years of the Vargas regime, what had been a rather 
loose federation of local states was welded into a 
modern nation. Furthermore, Brazil’s economy, up 
to then dependent largely on coffee, cotton, and 
sugar, was broadened under Vargas. This was done 
by the persistent diversification of agriculture and 
through the introduction and the expansion of many 
industries, notably steel. 

All this was on the plus side. On the minus side, 
the Vargas Administration left a huge debt, taxes 
higher than ever, and inflation that Brazil has been 
unable to bring under control. It may be true that 
industrialization and liberal wage policies built up 
the purchasing power of Brazil’s masses and thereby 
made local industries quite proserous. But at the 
same time, the labor laws fathered by Vargas, far 
more liberal than our Wagner Act, held the indus- 
tries back and have contributed to the spiraling of 
production costs, making most Brazilian manufac- 
turers overpriced compared with those of other 
countries. 

Senhor Vargas, it must be remembered, was the 
candidate of the Brazilian Labor Party. What Brazil 
can expect is about the same as if an FDR were 
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elected here on the CIO platform, after a rather 
ineffectual, hesitant Republican term. Judged by the 
first official pronouncement, Senhor Vargas is likely 
to emulate Great Britain, or even more likely, his 
friend and pupil, President Peron of Argentina, 
rather than this country. Although always a close 
friend of the United States, he may nevertheless, 
move closer to Peron and strike out for a more in- 
dependent Western Hemisphere policy as befits a 
rising new power. 

Brazil is probably in for more welfare statism, 
more bureaucracy, more debt and higher taxes, more 
centralization, but also a further broadening of her 
economy. The position of the cruizero, now one of 
the most overvalued currencies, will probably not 
improve. As long as the prices of coffee, cotton, 
cocoa, and other export products remain around 
present record levels, it is unlikely that the cruizero 
will be devalued. But unless internal Brazilian prices 
and costs decline — which is highly unlikely —the 
cruizero will have to come down some day. 


The Stake of the West in Indo-China 


While the war in Korea appears to be passing 
into a guerilla stage, the conflict with the commu- 
nists in Indo-China, confined during the past four 
years largely to guerilla fighting, is changing into 
full-scale war. Since in the opinion of M. Leon 
Pignon, French Higher Commissioner in Saigon, 
the struggle in Indo-China could very well last as 
long as the cold war itself, the question is whether 
it is worthwhile to tie up some 20 French divisions, 
badly needed in Europe, and large American aid in 
a struggle which has already cost more than $1.2 
billion and which may drag on indefinitely. 

The answer is that Indo-China is as good a place 
as any to check communist expansion in Asia. There 
is a strategic consideration. The possession of Indo- 
China would give the communists control over more 
than 2,000 miles of seacoast, with some of the best 
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narbors in Asia. Cum-ranh Bay, for example, could 
be built up into a second Singapore. Second, the con- 
trol of Indo-China would put the communists next to 
Malaya, Siam, Indonesia and somewhat shaky 
Burma, and thus next to the main sources of the 
West’s rubber and tin and Asia’s rice. 

Third, Indo-China has tremendous economic pos- 
sibilities, which the communists would unquestion- 
ably be quick to develop, thereby increasing the war 
potential of their orbit. The important surplus of 
rice—which could be increased by extensive irriga- 
tion, but which because of warfare is non-existent 
now—would come in very handy to China, which 
seldom raises enough rice for her teeming popula- 
tion. 

Before the war, Indo-China was the fourth largest 
source of rubber producing about 80,000 tons yearly. 
Very little is coming out now, but it would not be 


long before the communists could increase the pro- 


duction in trying to make themselves independent 
of Malaya and Indonesia. Similarly, the tin produc- 
tion could probably be easily expanded. There is 
more manpower than in Korea, Indo-China having 
now over 26 million people. 

There are also important deposits of anthracite 
coal, zinc, manganese, lead, antimony, iron ore, 
bauxite and, above all, phosphate. Japan exploited 
all these resources vigorously during the last war. 
Since she can no longer count on Chinese and Man- 
churian resources, access to Indo-Chinese industrial 
raw materials—and more particularly to iron ore and 
phosphates—is almost essential if Japan is to become 
prosperous and politically reliable as a barrier 
against communism. 

Our own trade with Indo-China, confined largely 
to an exchange of pepper, tin, and hides for ma- 
chinery, automobiles, and petroleum products, will 
probably never be very large. During the first eight 
months of this year about $125 million worth of 
goods were exchanged, as compared with about $10 
million before the war. Also France—which before 
the war accounted for about half of Indo-China’s 
trade—would greatly feel the loss of access to this 
area, once one of the wealthiest of French colonies. 


Brighter Outlook for German Business 


Six months ago, German businessmen were anti- 
cipating a crisis this winter. Main reason for the 
worry was the slackening of the rate of exports fol- 
lowing the widespread currency devaluations in Sep- 
tember 1949. West German exports, built up at that 
time to an annual rate of about $1.2 billion, were 
meeting increasing competition. The trade deficit 
was huge—over $1 billion—and it seemed that it 
would be impossible to make up by export expansion 
for the decline in American aid. This portended a 
scaling down of the rate of imports, and was a threat 
to the whole rehabilitation program. 

But the developments that followed the outbreak 
of the Korean war have completely disspelled these 
fears. German exports have gathered momentum 
and currently are moving out at an annual rate of 
nearlv $2 billion—almost double that of one year 
ago. Business is booming, particularly in heavy and 
machinery industries. German steel mills are booked 
far ahead as a result of the steadily growing demand 
from Switzerland and the Low Countries. About 
one-third of the steel output is being exvorted. 
Machinery producers are flooded with orders, largely 
from Latin America and the Middle East and, if 
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rumor is to be credited, some capital goods are being 
shipped in a roundabout way to Russia and the 
satellite states. 

For the first time in their modern history, the 
Germans appear to be uninterested in making arms 
for themselves. Rearmament and war are highly 
unpopular—the reason is plain, the Germans abhor 
the idea of their country being a battleground in a 
Third World War—and instead, everybody is inter- 
ested in making money out of sub-contracts from the 
West, and in recapturing some of the old export 
markets. 

Unemployment has declined, people are making 
more money and, in general, are living better. As a 
result, the secondary industries, textile, leather 
goods, furniture and hardware have been expanding 
their activity. The Krefeld silk and rayon industry 
is reported to have sold a year’s production in 
advance. 

But the fact that there are fewer unemployed, or 
that the people can buy more clothing and food, does 
not make Germany prosperous. The improvement 
has been only relative and the old problems—that of 
housing and of refugees—are far from solved and 
make life in Germany still a pretty dismal affair. 

However, the steadily improving domestic eco- 
nomic conditions and the requirements of raw mate- 
rials to be made into finished goods for export have 
necessitated heavy imports. Then there was the war 
scare and rumors of upvaluation of Britain’s ster- 
ling. The result was a rush of buying during which 
Germany stripped herself not only of available cash 
but also ran up a heavy deficit with the European 
Payments Union, the Western European trade clear- 
ing organization, founded last summer. 

This made it necessary for the German authorities 
to slap some drastic restrictions on both importers 
and over-enthusiastic producers. The discount rate 
was raised to 6 per cent to curb credit expansion 
and speculation. Bank reserves were raised, and im- 
porters must now deposit 50% of the contract value 
of their order. These curbs are expected to create 
grave problems for the Low Countries, Denmark, 
and other European countries that have been able 
for the first time since the war to rebuild their old 
trade with Germany. 


Help for Yugoslavia 


To avoid disappointment in the future, it may be 
well for us to recognize from the beginning that 
some $80 million worth of food now being rushed to 
Yugoslavia is primarily a humanitarian deed to stave 
off the threat of hunger resulting from one of the 
severest droughts in that country’s history. The 
situation there has been deteriorating more rapidly 
than was supposed. 

One reason for this has been the passive re- 
sistance among peasants to the Government’s policy 
of collectivisation and to the system of compulsory 
delivery quotas for every kind of agricultural prod- 
uct. The peasants have been complaining that the 
arbitrary prices that the Government has_ been 
paying are too low. Furthermore, there has been 
lack of tools and farm animals, and particularly 
tractors. Last sring, in Serbia and Bosnia, where the 
sturdy peasant is noted for his individualism, only 
50% to 60% of the arable land was seeded. 

The other reason for the deterioration is the ex- 
haustion of reserves of every kind. After five years 
of war and another five (Please turn to page 247) 
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Opportunities 


IN 


LAGGARDS 


By J. C. CLIFFORD 


Al s every investor knows, bull markets—no mat- 
ter how vigorous and extended they may be—always 
produce their quota of laggards, and the latest one 
is no exception. While the general stock market, in 
terms of the Dow Industrial Average, after a rise 
of some 70 points from the 1946 low has topped the 
1946 peak by a goodly margin, numerous individual 
issues are much more deflated on a comparative basis 
with some selling at discounts ranging up to 70% 
or more from their postwar peaks. 

In quality, these stocks vary greatly. Some are of 
sound calibre and others highly speculative. What 
they have in common is that some factors exist which 
kept them from popularity—be it uncertainty about 
dividends, a long term depreciation factor, specific 
operating problems which militate against earnings 
progress, or simply a lack of faith in the intrinsic 
value of the stock. Price and dividend return usually 
furnish a rough guide to the risk involved in each 
case, but relative price is only one factor to be con- 
sidered in appraising the merit, or lack of it, of any 
given situation. 

Other considerations may be equally if not more 
important, particularly at this time when marginal 
companies sometimes may be expected to fare rela- 
tively better than established ones. Thus laggards 
may well offer speculative appeal. Not only can the 
downside risk be assumed to be less than average 
but some may actually offer better than average 
prospects. We refer particularly to instances where 
laggard market action has been caused by specific 
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problems which eventually 
can be satisfactorily solved, 
or are already in process of 
solution. We have not in 
mind entire industry 
groups, the shares of which 
have been trailing behind 
for well-understood reasons 
affecting individual indus- 
tries as such. 

A good example of what 
we have in mind is Air Re- 
duction Company, a con- 
cern of some importance 
whose stock in the past was 
held in good regard but 
which in more recent years 
reflected evident lack of 
speculative enthusiasm. The 
stock currently sells around 
26 or not far below the 
year’s high of 2714. The 
1950 low is 2014. At its 
1946 peak, the stock was 
close to 60 but its postwar 
low established last year 
was 185%. Thus while the 
current price reflects a good 
percentage recovery from 
the latter figure, the dis- 
count from the 1946 high 
remains quite substantial. 
That high of course never 
was quite realistic. 

Reason for the poor price 
performance since 1946 has 
been lack of notable earn- 
ings progress until this 
year. Also, in a yield-con- 
scious market, dividend income held little attraction 
in relation to market risk. Naturally this militated 
against better market action of the stock. 

But matters now are improving. There has been 
a notable pick-up in earnings, reflecting operating 
economies put into effect by the new management 
over the past year. Airco along with Union Carbide 
& Carbon Corporation supplies most of the com- 
pressed industrial gases. While electric welding has 
provided increasingly heavy competition for oxygen 
and acetylene gases, markets for the latter have 
broadened during 
the current indus- 
trial boom. 

The develop- 
ment of auto- 
matic electroni- 
cally guided tools 
for welding and 
cutting out steel 
parts has provid- 
ed industry with 
the means for re- 
ducing costs dur- 
ing this period of 
mounting wages. 
Hence the use of 
this equipment, 
and of the gases, 
has been mount- 
ing steadily. 





225 














Moreover, acetylene has become a large volume raw 
material in the chemical field where it is used in the 
manufacture of synthetic rubber, rubber-like mate- 
rials, plastics and other synthetics. These markets 
should widen further, just as demand for welding 
gases should remain high as the defense boom swings 
into gear. 

Another Airco product, dry ice, enjoys a substan- 
tial upward trend in demand, though subject to sea- 
sonal variations. Then there is low-purity “tonnage” 
oxygen for metallurgical blast furnaces, which may 
open a virtual virgin market if current experiments 
prove its usefulness. 


Good Earnings Recovery 


The improved overall potentials were reflected in 
the third quarter report, with per share profits of 
96c, largest quarterly net in the company’s history. 
In the June quarter, earnings were 8lc and 67c were 
earned in the March quarter, making a total of $2.37 
for the first nine months compared with $1.79 last 
year. If profits can be maintained at current levels, 
Airco will enjoy higher earning power than at any 
time in the past decade, during which the average 
was less than $2.50 a share. Apart from operating 
income, Airco now again receives some dividend 
income from its investment in U. S. Industrial Chem- 
icals, in which it holds close to 123,000 shares. Divi- 
dends omitted in 1948, have been resumed this year 
with payments to-date totalling 65c a share. 

Main importance lies of course in Airco’s basic 
improvement. of earning power. Full 1950 net should 
exceed $3 and may be around $3.25 against $2.26 last 
year. This not only assures continuance of quarterly 
dividends at least at the recent rate of 25c but raises 
the possibility of a year-end extra unless manage- 
ment prefers conservatism in view of capital needs 
for further expansion. 

At any rate it looks as if Airco has turned the cor- 
ner and is headed towards a higher level of earning 
power which ultimately should find greater reflection 
in the market price of the stock. The modest yield of 
4% on the $1 regular annual dividend points in this 
direction, for in relation to yield, the stock definitely 
sells at a premium. 


Pabco Products, Inc. 


Of shorter range standing are the factors which 
made for laggard action of the common stock of 
Pabco Products, Inc., just recently renamed after 
having been known for many years as The Paraffine 
Companies, Inc. The stock currently sells around 
17, with the year’s range: High 21, Low 135%. The 
1946 price range was: High 30, Low 19. Company 
earnings in the 1947-49 fiscal years averaged around 
$2.30 a share. In the fiscal year ending June 30, 1950, 
they dropped to 90c a share, mainly because strikes, 
which closed the main plant near San Francisco in 
1949 from June to October 2, reduced sales to $25 
million from $31 million in the preceding year and 
cut the net profit margin from 10.5% to 5.7%. Had 
it not been for the strike, profits might have approxi- 
mated the $2.40 per share in fiscal 1948. 

Sharp recovery of earnings is indicated for the 
current fiscal year, to above $2 a share despite higher 
taxes, though dividends will probably remain con- 
servative because of capital needs to finance expand- 
sion. Disbursements totaled $1.20 in the fiscal year 
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1949 and 90c was paid in fiscal 1950. 

Adding to earnings recovery is a new plant in New 
Jersey which began operations in May 1950; another 
unit of that plant is expected to start up shortly. 
These facilities did not contribute to earnings of 
fiscal 1950 and can only partially contribute to prof- 
its in fiscal 1951, but thereafter should make for a 
noteworthy increase in earning power. So should the 
general strengthening of the company’s organiza- 
tion, the broadening of distribution and the putting 
into effect of major cost reductions. 

The company is a leading maker of floor cover- 
ings, roofing, building papers, fibre wallboard, and 
paint and linoleums, while the 50% owned Fibre- 
board Products, Inc., is a large maker of corrugated 
and solid fibre shipping cases. To what extent the 
prospective ebbing of the building boom may affect 
the earnings recovery now under way, remains to 
be seen. If anything, the impact should be modest 
since a greater than average proportion of produc- 
tion goes into maintenance and modernization, and a 
good deal of demand will likely accrue from sources 
not affected by the factors now making for lower 
building activity. 


Near Term vs. Longer Term Outlook 


It would seem that to some extent the market 
has already discounted the earnings rebound ex- 
pected but is also expressing doubt how far earnings 
will recover under the new conditions affecting sales 
potentials in the year ahead. In a sense, and despite 
partial price recovery, the stock is still a laggard, 
particularly also because of uncertain dividend pros- 
pects. On basis of last year’s dividend of 90c, the 
stock at current price yields 5%. Were the dividend 
to be raised back to $1.20 as in fiscal 1949, the yield 
would be 7%. 

The latter would be fully justified in view of 
ascending earnings which for the quarter ended 
September 30, 1950, were reported at 69c a share 
and should not be less for the December quarter. 
Were it not for possible impacts of receding building 
activity, earnings of $3 a share in fiscal 1951 would 
by no means be impossible. As it is, the company’s 
real potentials may well develop at a slower pace, 
rendering the stock’s market potentials longer range 
rather than more immediate. 

Commercial Solvents is an erstwhile market lag- 
gard now well on its way toward overcoming the 
handicaps responsible for it. More recently the stock 
hasn’t been doing badly, though at current price of 
22, it is still ten points below its 1946 high. But it’s 
well up from the year’s low of 155%. 

The company’s basic handicap rested in the highly 
competitive character of the industrial alcohol busi- 
ness where overcapacity existed, rendering earnings 
highly volatile, but its dependence on alcohols and 
its derivatives has been greatly reduced in recent 
years. Agricultural chemicals and pharmaceuticals 
are now more important profit contributors. Longer 
range prospects are thus favored by product diversi- 
fication, and the company should have fairly good 
protection against EPT. 

Nevertheless, real earnings progress may take 
some time, despite a good gain in the third quarter 
when per share net was 57c compared with 25c each 
in the two preceding quarters. Total nine-month net 
of $1.07 compares with 94c for the same period last 
year. While some increase in the 25c quarterly divi- 
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Statistical Data on Stocks Which Have Been Lagging Behind the Market 

Net Per Share* Indicated Price 
Interim Div. Yield} Price Price Range 1946 
1946 1947 1948 1949 1950 1950 1949-50 High 
Air Reduction ............. 2S ne $ 1.66 $2.08 $2.36 $2.26 $2.37 $1.00 4.0% 26% 27%4-18% 59% 
Associated Dry Goods ..................... 5.07 2.97 3.87 2.93 518 1.60 8.8 18% 20%-11% 32% 
Burroughs Adding Machine ... Eee eee .40 1.26 2.52 1.50 a2 90 6.6 13% 16%-12% 21% 
Colorado Fuel & Iron ............ seccsentscess d.60 4.07 5.04 8.46 3.307 1,37 7.6 18% 23%-12% 23% 
Commercial Solvents . 2.17 3.44 2.10 1.28 1.072 1.00 4.5 22 22 -135 32% 
Mueller Brass ............. ae 2.42 4.20 2.96 41 3.426 1.00 5.6 17% 18%-11% 66% 

Pabco Products! ......... ; 62 2.14 2.40 2.14 907 .60 3.5 16% 21 -135% 30 
United Shoe Machinery ...............0..0.000006. 3.65 3.62 3.16 2.56 2.755 2.50 6.1 40% 52%-40 84% 








* Adjusted for capitalization changes. 
+ Based on indicated 1950 dividend. 
d Deficit. 

1 Formerly Paraffine Cos. 

29 months ended Sept. 30, 1950. 











36 months ended July 29, 1950. 
4 Year ended June 30, 1950. 

5 Year ended Feb. 28, 1950. 

69 months ended Aug. 31, 1950. 
7 Year ended June 30, 1950. 











dend is not unlikely over the longer term, no early 
change is expected. If so, this will hold the yield down 
to 4.5%, not very attractive but evidently discounting 
future improvement. 

Such improvement is strongly indicated. The com- 
pany’s business has taken a sharp upturn in the third 
quarter in all divisions, due not to war orders, but 
an accelerated rate of industrial buying. The price 
of alcohol and other solvents has advanced sharply, 
pointing to better profit margins henceforth. 


Better Profit Margins in Pharmaceuticals 


Additional plant capacity is under construction, 
or planned, for chemical fertilizers and insecticides ; 
and the company benefits from sharply higher de- 
mand for antibiotics such as penicillin and bacitra- 
cin. Here, too, better profit margins are in prospect. 
And several new pharmaceuticals will be introduced 
soon. In this connection, the company’s development 
of Glucurone, a drug helpful in treating arthritics, 
has whetted speculative interest earlier this year 
though it does not add substantially to earnings at 
the present time because of high development ex- 
penses and limited production. 

For reasons indicated, we feel that the company 
is headed for higher and more stable earning power. 
Since this is bound to be increasingly reflected mar- 
ketwise, the stock in our view has speculative appeal 
at current price. 

Compared to its 1946 high of 323%, Associated Dry 
Goods at current price of around 18 still seems to be 
lagging considerably, yet the stock had a nice gain 
from its 1949 low of 115%. At 18, the yield on the 
$1.60 dividend is nearly 9%. The stock this year was 
as high as 2034; the low was 15. 

Ever since earnings declined sharply in the first 
half of 1947, the stock—then already drastically down 
from its 1946 peak—for a long time got nowhere 
marektwise, hovering in a narrow range below 20 
most of the time and even below 15 for a consider- 
able period. In the 11 to 12 price range, however, it 
appeared to meet support whenever pressure threat- 
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ened to push it down further. The price improvement 
since last year’s low coincided with evidence that 
earnings were not likely to drop below a level where 
the $1.60 dividend might be threatened, and evidence 
of increasing operating efficiency. Thus first quarter 
1950 sales declined some 7% but net profits were 
only slightly lower. Sales for the six months ended 
July 30 were $63.4 million compared with $64.2 mil- 
lion a year ago, but per share net was 5lc against 
35c, reflecting improved profit margins. 

The third fiscal quarter ended October 28 showed 
a 10% gain in volume and, with the price structure 
firming, should have produced a fair increase in net. 
With the year’s best selling season still ahead, total 
annual earnings should increase to around $3.75 a 
share, or double annual dividends. Finances are 
strong and though the common is leveraged by 6% 
and 7% non-callable preferred stock outstanding, 
the latter is progressively being retired by company 
purchases. 

Favorable factors in the outlook are increasing 
operating efficiency, likelihood of a continued firm 
price structure which minimizes inventory risks, and 
the prospect of greater consumer emphasis on soft 
goods. Moreover, the yield is attractive and fairly 
dependable. While the stock is not likely to return to 
its 1946 high any time soon, if ever in the foreseeable 
future, it should have worthwhile appreciation po- 
tentials though the process, as in the past, may be a 
fairly slow one. 


Mueller Brass 


From a lofty 1946 peak of 6634, Mueller Brass 
toppled to a 1949 low of 1134, and currently sells 
around 17. The reason: Sharply declining earnings 
in 1948 and 1949, due in part to sizeable inventory 
losses because of falling copper and zinc prices. 

The situation now is radically reversed. Sales have 
to be spurting and metal prices rising, suggesting in- 
ventory profits. Volume in the August quarter was 
over double that of a year ago, and per share profits 
for the nine months (Please turn to page 247) 
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* « FIVE 
HIGH YIELD 
STOCKS 


—That Should Do Well 
In A Defense Economy 
SELECTED BY OUR STAFF 


x * 


be he combined military-civilian economy now 
shaping up is creating many new problems for inves- 
tors. The prospect of enlarged munitions orders is 
not always an encouraging factor, while cut-backs, 
allocations and manpower shortages may broadly 
affect the operations of many concerns likely to con- 
centrate predominantly on civilian production. 


In the circumstances, the search for sound securi- 
ties whose current high yields should prove depend- 
able under changeable conditions presently forming 
has been intensified. More investors than ever before 
hope to rely on ample dividend income as an offset 
to mounting personal taxes and living costs. To as- 
sure reasonable success in this direction, it will be 
advisable to select the equities of strong concerns 
well situated to prosper in any economic environment 
foreseeable during the next few years, with emphasis 
on stocks whose present satisfactory yields should 
remain stable. 

As a result of much study, our research depart- 
ment has chosen five stocks that seem well qualified 
to meet requirements in the category under discus- 
sion. As a primary objective, we have selected them 
from industries assured of continued high level de- 
mand, and with basic capacity to sustain operations 
correspondingly. The representatives of these groups 
we have picked are all financially strong, with well 
established trade positions, good dividend records 
and with well marked potentials for profitable busi- 
ness in the future. Dividend yields, moreover, are 
quite attractive. 

On this and the following pages we present statis- 
tical data and brief comments on the outlook for 
these five companies, charts depicting the market 
action of their shares in the last years, together with 
annual earnings, dividends and working capital 
positions. 
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ACME STEEL COMPANY 


BUSINESS: Business of this steel manufacturer dates back to 1885. Produc- 
tion of hot and cold rolled strip steel in plain, colored or galvanized finishes 
is a specialty. A portion of output is used in fabricating numerous finished 
items. 


OUTLOOK: So many active industries are customers for the specialties 
produced by Acme Steel Company that in either peace or wartime, satis- 
factory volume is quite assured. Current demand is so active that deliveries 
are being allocated on a wide scale, with no signs of any early change in 
the situation. The company’s operating potentials, both as to volume and 
earnings, have been much enhanced by expenditures of more than $11 
million in postwar for expansion and modernization. Unusually efficient 
management is indicated by a record revealing uniformly profitable opera- 
tions during many past years, including the most depressed period of the 
early 1930s. Orders for military requirements are now swelling the com- 
pany’s backlog and should continue to entail capacity operations for an 
indefinite period. Volume of $48.5 million for nine months ended September 
30, 1950 was 17% higher than last year, while in the absence of work 
interruptions that hampered operations in 1949, net earnings advanced by 
42% to $2.39 per share on the present outstanding common (split 2 for 1 
in 1949), after full allowance for retroactive taxes. Acme Steel maintains 
a strong financial position, with current assets exceeding current liabilities 
by a margin of 3 to 1. Furthermore, the company has no funded debt and 
no preferred stock ahead of its common shares. 


DIVIDENDS: Payments have been made without interruption since 1901. 
50 cents quarterly dividends have been maintained in the second half of 
1950, supplemented by a 25 cents extra payable December 12, following 
previous quarterly payments of 35 cents and 40 cents in March and June. 


MARKET ACTION: Recent price—26 compares with a 1950 range of high— 
27%, low—19\4. The current yield is 7.7%. 


COMPARATIVE BALANCE SHEET ITEMS 


















December 31 

Riiietinnd 1949 Change 
ASSETS sinus 
Cash Ce NRT RENT te Ae RAMI SAA $ 727 $ 1,717 990 
Receivables, Net iss 1,833 3,926 > 2,093 
BREMEN So bass sutace Ses ssceas cassrisctctess ness : 4,863 9,938 + 5,075 
TOTAL CURRENT ASSETS .................. 7,423 15,581 + 8,158 
Plant and Equipment .. 16,468 30,790 + 14,322 
Less Depreciation .............. 7,016 15,531 + 8,515 
Net Property ............ 9,452 15,259 +- 5,807 
al Rc Ges i ay EO 250 1,508 a 1,258 
IR octane dsiapects $ 17,125 $ 32,348 +$ 15,223 
LIABILITIES 
Notes Payable 500 8 cus —$ 500 
Accounts Payable 1,087 1,816 + 729 
Accruals sSilcpcceeussaccecvensseaabxassvaces 183 890 + 707 
oe re eae 1,446 2,382 + 936 
TOTAL CURRENT LIABILITIES .... 3,216 5,088 —_ 1,872 
Other Liabilities 0.0.0.0... 739 + 739 
Capital Stock .................... 8,202 19,866 + 11,664 
NII 5-250 a5y sek alls ocics aca fess vcctnses voivtnascpaeress 5,707 6,655 + 94) 
TOTAL LIABILITIES |... $ 17,125 $ 32,348 +$ 15,223 
WORKING CAPITAL . $ 4,207 $ 10,493 +$ 6,286 
MRIS WRN oi osciscsssicencocascascsssstcsevecse 2.3 3.0 + PY 
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SAFEWAY STORES SA — SCHENLEY INDUSTRIES SH - 
. . . a T T 
Adj aE (I Adjusted Adjusted = 
Price ba Grocery Cnain Price Range : 40 hi Price Range ——~ia9 
1929 - 195 1929 - 1935 TH 1929 - 1935 — 
High -1 High — 653 } High - 16 — 
Low ~% Low — 9% er 35 if Low — 6 =e 
5 o : : im - 
- 5 : A tt Fi i, ; 
Subsid.’ Bank Loans: $29,575,000 Si | fat — fo —+_— —J 
sns. 5% Pfa: 182,513 - $100 par S i tt 30 t T | r I I x 
: : \ 1 za == Long Term Debt: $125,000,000—1—w} Ht t 
ns. Chason 2,857,704 5 par a Ht | /-———Jsns. Common: 4,358,226 - $1.40 par—f—c te ee 
Fiscal Year: bec. sy HH f = 95 | Fiscal Year: a SGA pS Ss =P 
: 2 thy | a7 it + “a 
4 — — ; Ue + titan 7 20 — t bt 
— = - “ted . i t 
See 4 } 
= tt = 15 t 
q thea D t TR i 
a tpt = 2 aa 
= 7 sei Sarre ae 10 4 
= = eee 
= me © n 
-——— on age ae MA FO a 
--— = THOUSANDS OF SHARES ~+ 3 
== —— i 
hu Lu L 1 tiluatl gs raniny 
1949 1980) 1940 1941 1942 1943 1944 1947 | 1948 1949 1950 
1.91 | 11.59 | 1.64 | 1.72 | 1,56 | 1,63 . : 7.94 74 [1.94 [1.73 | 2.48 [4.29 [5.14 [10.86 | 5.97 | 6.56 | 5.38 | 8.47 
1,75 #1 1.17_|1.17 | 1.00 | 1.00 | 1.00 ; 25_| = : 188] .378 | 1748] 684] 1.12 | 1.48 | 1.60] 1.60 | 1.60 or 
toma | 31.1) 45.41 46.2 | 52.9 155.4. 57.8 | 73.0 .175.1 | 77.4 180.1 (meen sii}! 61.3 | 59.7 | 71.5 | 78.0 | 61.8 | 63.7 | 79.0 [141.5 | 222.4 |237,1 1255.) MmEGp sa 
SAFEWAY STORES, INC. SCHENLEY INDUSTRIES, INC. 
du BUSINESS: Safeway is the nation’s second largest food chain, operating BUSINESS: Company is a leading producer of distilled liquors, besides 
vd about 2100 stores in the United States and in five western provinces of participating extensively in the American wine and brewing industries. 
h Canada besides numerous warehouses, bakeries, dairies and other food Production of pharmaceuticals and by-product animal feeds provides 
_ processing plants. diversification. 
OUTLOOK: The area west of the Mississippi river is experiencing such @ QYTLOOK: Schenley has accumulated such large stocks of aged and ma- 
one rapid growth in population and such increasing prosperity as to enhance turing whiskies as to assure ample amounts to meet continued substantial 
~ Safeway’s potentials for further marked growth. The company is strongly demand for several years to come. While under increased requirements of 
eee entrenched in markets that for three years past have supported an annual the mobilization program, the liquor industry may have to endure a re- 
> - sales volume of more than 1.1 billion. Had it not been for a serious strike stricted supply of beverage alcohols for blending, or to convert considerable 
nt encountered last spring, 1950 volume probably would have exceeded $1.2 distilling capacity to the production of industrial alcohols for munitions and 
$11 billion. Sales for 44 weeks ended November 4, including Canadian stores, rubber, large scale imports of alcohol by the Government may ease the 
_ totalled slightly more than $1 billion. On such high volume, large earnings situation. Narrowed profit margins on defense business should be consid- 
dog can be achieved even though profit margins seldom exceed 2%. Based on erably offset by ample profits on the record amounts of aged whiskies now 
the long and successful experience, Safeway plans to construct about 1000 new in bonded warehouses, all of which is steadily increasing in value. 1950 
_— stores of ultra-modern type, about 150 of which should be completed this has been the sixth year in which sales of penicillin, an important product 
sshle year, including a number of super-markets. Since financing this vast program _— of the company, have risen, and the same applies to volume of Blatz beer. 
ber may require around $200 million eventually, the company recently took Sales of imported wines and liquors are also tending to rise. In the fiscal 
ork steps to strengthen its financial structure by the sale of about $11 million year ended August 31, 1950, Schenley’s total volume rose by 9% to $504 
by preferred and $7.2 million common stock and by the retirement of $20 million, while net earnings advanced to $8.47 per share from $5.38 the 
rl million notes outstanding. $20 million of additional 4% preferred have year before (adjusted for the 5 for 4 stock split last August). These gains 
ins been underwritten to replace 186,965 shares of outstanding 5% preferred. _ reflect firm prices, economy measures and increasing demand. The company’s 
ies At midyear, Safeway reported current assets of $134 million versus current exceptionally strong finances and good earnings record enable it to borrow 
ind liabilities of $48.1 million. Net earnings for 1950 may equal approximately at low rates all funds needed to carry sizable inventories. A current ratio 
$6 per share. of 7.3 indicates an above average liquid position. 
D1. DIVIDENDS: Stable earnings and strong finances have permitted payment DIVIDENDS: Payments have been made regularly since 1941 and applied 
of of dividends regularly since 1927. The 50 cents quarterly rate was lifted to to four successive stock splits since 1944. Current ample earnings presage 
ng 60 cents in the current quarter and on December 14, an extra of 30 cents stability or improvement in the present quarterly rate of 50 cents per share. 
ne. will be paid. 
i i : ‘ MARKET ACTION: Recent price—34% compares with a 1950 range of 
= MARKET ACTION: Recent price—37'¥2 compared with a 1950 high of 38% high—35'%, low—28%. The indicated current yield is 5.7%. 
and a low of 26%. Based on 1950 dividends totalling $2.40, the current 
yield is 6.5%. 
COMPARATIVE BALANCE SHEET ITEMS 
COMPARATIVE ago Rn as “ August 31 
j ecember une 
1947 1950 Change 1940 ; 1949 Change 
90 = gan aa $ as 23,502 +$ 21,562 
3 ’ ’ 
93 a $ olla | * 5BSo TS 282 = Marketable Securitios 156 40,209 + 40,053 
75 Seances es, Ne y 33'124 73/000 | 44.a76 ‘Receivables, Net . 15,484 39,563 + 24,079 
sei race SET ae " 17-703 + 17703 Inventories 48,776 191,936 + 143,160 
- TOTAL CURRENT ASSETS 47,273 133,637 +s 86,364 pm occ on pet = ; = 
# t u'pmen ’ ’ D 
4 Plant and Equipment .. 51,453 82,535 3 31,082 Less Depreciation 31846 27/946 + 24/100 
5 less Depreciation . ia: 19,705 33,664 } 13,959 Net P 16.432 ap 
07 Net Property ................. a 31,748 48,871 + 17,123 rhshd lh 6,4 56,388 + 37,956 
58 Oiler’ Asset 1'877 4.247 / 2370 Other Assets 1,257 4,644 “+ 3,387 
TOTAL ASSETS $ 80,898 $ 186,755 48 105.857 TOTAL ASSETS . : $ 84,045 $ 356,242 +$ 272,197 
. LIABILITIES 4 : oe 
Accounts Payable . $ 3,382 $ 5,263 +$ 1,881 
Notes Payable fends $ 3,200 $ 6,615 +$ 3,415 Accruals — en 689 4,540 + 3,851 
90 Accounts Payable cee 8,461 24,849 + 16,388 Accrued Taxes 2,539 18,870 + 16,331 
4 NMED ooo oslo vias csstsazacdoscennsoenase 2,239 8,041 + 3,002 Other Current Liabilities pus 11,367 + 111367 
5 MMI WOOO as sncscccccssiscacsecsodssccases 2,234 8,646 + aa TOTAL CURRENT LIABILITIES 6,610 40,040 4 33.430 
” TOTAL CURRENT LIABILITIES erences 16,134 48,151 + 0 Long Term Debt ......... 17,500 125,000 + 107,500 
Long Term Debt . 11,478 42,355 + 30,877 Reserves a te ; as 3,000 - 3,000 
9 Preferred Stock . 20,506 + 1,786 Preferred Stock — 17,055 -_ — 17,055 
+ Coumen Stock . ppd t ua Soames Stock . i= 6,300 ~ 
ME da hs resevacnceseonvocnuegacaqnsavanscitussscveeshnes A 7 Renal staves tall ieen nas suriidlovwadestanss 6,580 181,902 + 145,322 
3 TOTAL LIABILITIES .... $ 186,755 +$ 105,857 TOTAL LIABILITIES $ 84,045 $ 356,242 +$ 272,197 
6 WORKING CAPITAL . $ 85,486 +$ 54,347 WORKING CAPITAL ... . $ 59,746 $ 255,170 +$ 195,424 
CURIEEIGE TTI onc osesscessesecessess-ncssesersee 2.7 - | CURRENT RATIO ......... 10.0 7.3 —_ 2.7 
T DECEMBER 2, 1950 229 




































































































































































SHELL OIL CO. suo : SUTHERLAND PAPER SUP | 
- ; Price Range — ; ; : t . : Price 
1929 - 1935 — 0 Paraffine Cartons - : 1929 - 1935 
High - 318 — High — 25 
Low - 28 —1 Low -2 
—110 
60 
t 
- : —__+— +f 50 ~Fundea Debt: $3, 200,000 
Funded Debt:  $120,672,000 as =Shs. 44% Cv Pid: 34,394 - $100’ par 
Shs."Common: 13,470,625 - $15 par + a Sns.° Common: 344,015 - $10 par 
1 ios Fiscal Year: 





Fiscal Year: Dec. 31 
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1939 1940 1941 1942 1943 1944 1945 1946 1947 1948 1949 1950 1939 1940 1941 1942 1943 1944 1945 1946 1947 1948 1949 1080 
16 1.2 | 1.82 | 2.09 | 2.13 | 2.44] 4.44] 8.27 | 5.67 fml"2.52 | 2.84 | 2.85 | 2.57 | 2.86 | 2.47 | 2.12 | 4.68 | 6.87 | 6.02 | 4.62 

75 | 1.00 1.50 | 1,50 | 2.25] 3.00 00 owJ1.30 | 1.20 | 1.25 | 1.25 | 1.25 | 1.35 | 1.35 | 1.75 | 2.50 | 2.50 | 2 
82.7 | 95,9 B40 [90,1 | 114.0 | 146.4 | 179.5 | 114.6] 128.5 | 146.3 |w mil] 1.7 2.5 2.4 | 2.2 28) ae7 4.7 | 5.0 5.1 6.2 | 7.1 [moo 
















































































SHELL OIL COMPANY 


BUSINESS: The American unit of the Royal Dutch-Shell group. Company 
ranks among the leading producers and refiners in the United States, and 
operates a large chain of retail outlets. 


OUTLOOK: Shell Oil is well situated to share in the constantly expanding 
markets for all kinds of petroleum products. Now that millions of powered 
vehicles are consuming huge quantities of gasoline and lubricants, natural 
gas and fuel oils are in record demand, and military requirements are 
expanding, it seems sure that sales volume of this fully integrated oil 
concern will continue at record levels. Through annual outlays averaging 
about $100 million in postwar for new facilities and for developing new 
sources of crude oil, Shell Oil has achieved a very high degree of operating 
efficiency. Despite large production in recent years, the company’s developed 
crude oil reserves had expanded to more than 800 million barrels by last 
April, and drilling is still continuing apace. Total sales of Shell for nine 
months of 1950 were $658 million compared with $602 million the year 
before, and though estimated Federal income taxes at the increased rate 
rose by $11.6 million, net income advanced by 15% to $62.7 million or 
$4.65 per share. Earnings are very conservatively figured because this 
company charges income with a number of intangible drilling costs. Since 
petroleum product prices have firmed up since Korea, it seems probable 
that net earnings for full 1950 will exceed $6 per share. A strong financial 
status is indicated by holdings of more than $100 million cash and securities 
a few months ago. 


DIVIDENDS: For fourteen years past, dividends have been distributed 
without a break. In the recent September quarter, the rate was advanced 
to 75 cents a share from a previous 50 cents. Total 1950 dividends should 
equal the $3 paid in 1948 and 1949. 


MARKET ACTION: Recent price—52'%4 compared with a 1950 range of 





high—56%, low—34'2. A yield of 5.8% appears indicated. 
COMPARATIVE BALANCE SHEET ITEMS 

1940 1949 Change 
ASSETS (000 omitted) 
Cash $ 41,548 $ 48,319 +$ 6,771 
Marketable Securities : 16,243 24,737 + 8,494 
Receivables, "eee ee Eee en 23,632 9,816 + 46,184 
Inventories 48,186 112,565 + 64,379 
TOTAL CURRENT ASSETS 129,609 255,437 + 125,828 
Plant and Equipment 640,484 1,055,257 + 414,773 
Less Depreciation 412,715 711,337 + 298,622 
Net Property 227,769 343,920 + 116,151 
Investments 11,028 36,159 + 25,131 
Other Assets 15,603 8,079 _ 7,524 
TOTAL ASSETS $ 384,009 $ 643,595 +$ 259,586 
LIABILITIES 
Accounts Payable $ 14,922 $ 64,272 +$ 49,350 
Accruals , 4,986 9,446 ao 4,460 
Accrued Taxes 13,725 35,331 + 21,606 
TOTAL CURRENT LIABILITIES 33,634 109,049 + 75,415 
Other Liabilities : 1,151 _ 1,151 
Funded Debt ‘ 85,245 120,672 + 35,427 
Preferred Stock 33,122 — $33,122 
Common Stock 196,059 202,059 4 6,000 
Surplus 34,798 211,815 + 177,017 
TOTAL LIABILITIES $ 384,009 $ 643,595 +$ 259,586 
WORKING CAPITAL cise > OB RTS $ 146,388 +$ 50,413 
CURRENT RATIO 3.8 2.3 - 1.5 
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SUTHERLAND PAPER COMPANY 


BUSINESS: A long established producer of specially designed and surfaced 
cartons, mainly used in the packaging of food, tobacco and similar items. 
Diversification is attained by output of paper cups and dishes. 


OUTLOOK: While the peacetime business of Sutherland Paper has progres- 
sively expanded over a long period of years and has displayed unusual 
vigor in postwar, volume during World War II also rose sharply. Since 
about 65% of production is purchased by industrial concerns, many of 
which will receive substantial military orders under the Defense Program 
in a period when civilian demand should continue stable at a high level, 
capacity operations are indicated for the foreseeable future. Completion 
of a new paperboard mill last year, at a cost of $4.5 million, has placed 
the company in good shape to increase output measurably. In reflection of 
this advantage in the current year, net sales for nine months established a 
new high of $28.7 million, 30% above a year earlier. After allowance for 
income taxes at the advanced rate of 42%, net earnings of $5.61 per share 
compared with $3.76 in the related span of 1949. During the past years, 
net earnings have thrice exceeded $6 per share and should top $7 in 1950. 
Due to tight pulp supply throughout the paper industry and heavy demand 
for Sutherland’s finished products, prices should remain firm for some time 
to come, and the risk of incurring inventory losses will be minimized. With 
working capital of $6.9 million at an all-time high and a current ratio of 
3.6, the company’s financial position is eminently sound. Sole funded debt 
consists of $3.2 million term notes due banks and insurance companies. 


DIVIDENDS: Payments have been made without interruption since 1923 at 
least. Twice in 1950 an extra of 25 cents has supplemented 50 cents a share 
quarterly dividends, indicating a total of $2.50 for this year. 


MARKET ACTION: Recent price—45 compared with a 1950 range of high— 
45%, low—35. The current yield is 5.5%, with a good chance for im- 
provement. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 





1940 1949 Change 
ASSETS (000 omitted) 
Cash $ 604 $ 1,594 +$ 990 
Marketable Securities pines _ 1,998 + 1,998 
Receivables, Net . Sisatdte 577 1,432 a 855 
Inventories .......... siisetes 2,209 4,625 + 2,416 
TOTAL CURRENT ASSETS 3,390 9,649 oe 6,259 
Plant and Equipment .. 7,581 19,562 + 11,981 
Less Depreciation ............... ests 3,681 6,471 - 2,730 
Net Property eve : 3,900 13,091 + 9,191 
OTHER ASSETS ae . 167 682 + 515 
TOTAL ASSETS ......... $ 7,457 $ 23,422 +$ 15,965 
LIABILITIES 
Accounts Pepeite ‘ acsvocecun ree 455 $ 979 +$ 524 
Accruals ers suceicass SESE 113 704 + 591 
Accrued Taxes .......... ores 314 988 aa 674 
TOTAL CURRENT LIABILITIES anor ; 882 2,671 + 1,789 
Funded Debt . 900 3,200 + 2,300 
Preferred Stock -- 3,439 + 3,439 
Common Stock .... f : 2,870 3,440 + 570 
See ae sacar easeohenecelaaen 2,805 10,672 oo 7,867 
TOGAL VAABILITIES: ....:.....::-.0.5000:......: $ FSF $ 23,422 +$ 15,965 
WORKING CAPITAL |... $2,508 $ 6,978 +$ 4,470 
CURRENT RATIO 0.0. 3.8 3.6 _ ad 


THE MAGAZINE OF WALL STREET 





"Ey "a 2 Ae 


eee 


Nem OD 


<- Oo 


ee ee” ee ee oe 




















































By H. 


en of paper cups and containers 
have made notable progress in challenging the su- 
premacy of crockery dishes, drinking utensils and 
food receptacles. Two leading competitors in this in- 
teresting field have forged ahead so impressively in 
postwar as to suggest a continually broadening mar- 
ket for their products. Because of an excellent 20- 
year record of growth and stable earning power, the 
equities of Dixie Cup Company and Lily-Tulip Cor- 
poration have gained substantially in investment and 
speculative appeal. 

Fundamentally, this business has always had 
strong potentials since the development of the Vortex 
cup by a predecessor of Dixie Cup back in 1915. Mass 
production of a cleverly designed, inexpensive and 
rapidly expendible drinking container to replace un- 
sanitary, and easily broken china or glass cups, 
opened the door to an entirely new industry with 
unusual promise. Through mergers with various 
competitors that rapidly invaded the field with other 
paper cups and dishes, both Dixie Cup and Lily-Tulip 
Cup got off to a commanding start in 1929 and have 
retained dominant positions in the industry ever 
since. Combined sales of the two concerns reached a 
new peak of almost $52 million in 1949, with marked 
evidence of further expansion. 

Looking back, it is noteworthy that despite rela- 
tively small stature and annual volume earlier in 
their careers, both of these enterprises operated prof- 
itably in every year since their incorporation, even 
through the highly depressed period of the 1930s. For 
this reason, the shareholders of these companies have 
never failed to receive dividends regularly, although 
annual rates have varied. Now that earnings in both 
instances have expanded sharply, potentials for divi- 
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COFFIN 


dend stability have 
been strengthened and 
there seems ample 
ground to expect in- 
creasing liberality. 

Under present con- 
ditions, it is said that 
at least a third of all 
fountain services use 
paper cups, and the 
number should expand 
due to the recent devel- 
opment of plastic lined 
containers that permit 
delivery of “take-out” 
hot foods and drinks 
without risk of a 
change in taste or de- 
terioration of the 
package. The expand- 
ing usage of nested 
paper cups in offices, 
factories, trains and 
public buildings hardly 
needs comment. Hospi- 
tals are increasingly 
recognizing the merits 
of paper dishes as 
well, not only because 
of their sanitary qual- 
ities but also due to re- 
duced operating costs 
when dishwashers are 
no longer needed. Pro- 
ducers and _ distribu- 
tors of foods, both fresh and frozen, are utilizing 
paper containers on an expanding scale. 

During World War II, military demand for paper 
cups, dishes and containers became exceedingly 
heavy, partly due to the light weight of these items 
in transportation and their freedom from damage in 
shipping. Because of these factors, large amounts of 
raw materials were allocated to the two concerns in 
the last war, and the same will likely apply as the 
Defense Program expands. Already the troops in 
Korea are using substantial quantities of these con- 
venient paper receptacles. Because replacement de- 
mand from the Armed Forces will be heavy, some 
very sizable military orders for the normal products 
of Dixie Cup and Lily-Tulip Cup would be a logical 
expectancy and should add considerably to their in- 
termediate term volume potentials. 
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Expanding Household Markets 


It is housewives, however, that provide the most 
promise for expanding markets in the paper con- 
tainer field. Ever since domestic servants have be- 
come a rarity in most households, labor saving uten- 
sils of this kind have received an increasingly warm 
welcome. Where paper cups and dishes first met fa- 
vor from householders on such occasions as picnics, 
experience has extended their popularity to the 
kitchen and even dining room on an increasing scale. 
To labor saving characteristics have been progres- 
sively added more attractive design and specially 
coated non-absorptive surfaces. While pride and 
higher costs still hamper the exploitation of markets 
in the home field, consumer resistance to the use of 
paper utensils is diminishing gradually. Through 
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adequate promotional methods and improved prod- 
ucts, the trade envisions almost unlimited opportu- 
nities to expand sales with housewives. 

While the business is highly sensitive to seasonal 
influences, with weather conditions importantly de- 
termining summer sales, the rather consistent rise in 
volume from year to year of Dixie Cup and Lily- 
Tulip Cup has been impressive. Through continued 
acquisition of other concerns in related businesses, 
and expanded facilities, their manufacturing and 
warehousing capacity has kept abreast with increas- 
ing demand. Furthermore, operations are so thor- 
oughly mechanized that their plants of late have 
proved readily adaptable to two and even three shift 
schedules. 

On appended tables we present for comparison 
balance sheet statistics of both concerns as of Decem- 
ber 31, 1949 (latest available), together with oper- 
ating data for last year as well as for the latest avail- 
able interim period of 1950. Additionally, we show 
average earnings in the past decade, together with 


estimated income per share and dividends for 1950. 
Reference to these tabulations may assist our read- 
ers as we discuss the two firms in more detail. 


Dixie Cup 


Suppose we start with Dixie Cup. Output of this 
concern now includes more than 200 different items, 
some of which have patent protection. Special ma- 
chinery for production of these containers is made 
in the company’s own plants, and has accounted in 
no small manner for efficiently conducted operations. 
In order to keep pace with expanding demand and to 
effect many operating economies, Dixie Cup by the 
end of 1949 has spent approximately $10 million for 
expansion and modernization in postwar years. In 
1949 a new plant was completed in Canada, equipped 
with the most up-to-date machinery, while a large 
new warehouse was completed near the company’s 
main plant in Easton, Pennsylvania, capable of stor- 
ing several hundred million Dixie cups. 

In anticipation of further expan- 
sion, the company bolstered working 








Comparative Statistical Summary 


capital late last year by borrowing 
$5.5 million under a bank credit, the 
loan to be amortized by the end of 





1955. Together with an outstanding 








INTERIM REPORTS: For Period of 


Net Sales (000 omitted) oo... ccccccccceeeeceeees $ 28,955 
Net Income (000 omitted) .0000.0.00000.ccceeccccceccceeteeeeeerreeeeeee $ 2,000 
Net Profit Margin ....... do tcedatilotstonstsnicensab-apsuenensantasaseaivsnantbaien 6.9% 
Nah ss vs dks cs wp cu dew anaeunssunaesbisavavsiiuvouk $ 9.87 
EARNINGS & DIVIDEND RECORD: (per share) 

10 Year Average Earnings 1940-49 ooo... ceeccccccctce cece eeeees $ 3.82 
ES Se ae a eee may ee $ 1,325 
Eatencted THSD Wet Par Bier O a... 6insssssssscssssssercesssessivsenssvasesces $ 10.25 
Recent Price of Common .................cccccceccceecceeseeeeseerseees sinh 452 
NCO FISD PDWBONE 04... <secessessscissneossssorssonesven cers $ 1.625 
Yield on indicated 1950 dividend ....... aha apres 3.5% 
Price-Earnings Ratio (to Estimated 1950 Net) ................... 4.6 
BALANCE SHEET ITEMS (000 omitted): As of 12/31/49* 
re $ 3.615 
Cash and Gov. Sec. as % of Current Assets .................... 31.6% 
Inventories secede tenis Oss Aedes hi aiaseestinasaeiasiirl $ 6,544 
Inventories as % of Current Assets ..............0.:ccccccceceeeteeereeee 57.2% 
ere UI NI 4 555 ca opsidaupnacnsaababanenicuanateonammele ted $ 11,432 
Total Current Liabilities ..0000....0000.00ccee eee Rsketb aie: $ 2,658 
Be NPD EINE, 5 usu pci cap caicensupssapes pin tateccengna mtsremce $ 8,774 
RUN NNN ip acsassnsknnvsnonecconshechesnosnshie sess Sendshoupsnanibepeesneanases 43 
RE RNE MEUIND  o <os.ccatyoicpcskavandonisteabsesaudbgasbesceevesansestaaateats $ 11,253 
NI i oscs5c5;puusasinsnns va seasvineanah venue anes o peer eee eeee one $ 26,940 
RE CI OE TORUIN D5. cns insiinc dsp sncnssinnennsncaavabvarsiaescenbageson $ 34.03 


Ree Arr RCONE POE GID: oi coisessscasssmescincccassssvesvsencaptesetes —enasenns 


12 mo. end. 9/30/50 9 mo. end. 9/30/50 


CAPITALIZATION: Dixie Cup Lily-Tulip Cup term loan of $6.5 million arranged 
with an insurance company, total 
Long Term Debt (000 omitted) .........ccccccscsscsssssssssesssssessevesseessee $ 12,000 $ 2,520 funded debt amounts to $12 million. 
Preferred Stock, Stated Value (000 omitted).................. 3,5721 3,000 As of December 31, 1949, net working 
c Stock (number of Shares) ..... 202,666 373,6932 capital was at an all-time high of $8.7 
INCOME ACCOUNT: For Year Ended 12/31/49 12/31/49 million, while current assets exceeded 
Net Sales (000 omitted) oo..........cccccccsceeeeeeeeeen $ 23,163 $ 28,837 current liabilities by a ration of 4.3 
Net Sales Per Share .o..........ccccccccccecceeceseseeeseees $114.32 $ 77.14 to 1. 
Operating Income (000 omitted) .......... Lee $ 3,479 $ 3,055 Dixie Cup is very conservatively 
Operating Margin ooo...cccccccccccecssssssvessvssesssssessassevsssvessesseeeeseees 15.0% 10.6% capitalized with only 202,666 shares 
Net Income (000 omitted) ................ cnietiasiaind alleen: ue $1,953 $ 1,803 of common stock outstanding and 
Net Profit Margin .....ccccccccccssssssssssesssssesssssssssvesesesesssseeesensnve 8.4% 6.2% 178,644 shares of cumulative Class A 
Net Per Share $ 7.44 $ 4.462 stock, the latter entitled to dividends 


of $2.50 per share and convertible 
$ 29,328 into common on a share for share 
$ 2,507 basis. As the Class A stock is redeem- 

8.5% able at 45, it could be retired some 


$ 6.43 time, but little of it will be converted 
until more liberal dividends than 
$ 2.522 presently are paid on the common. If 
$ 1.142 Dixie continues to grow at the recent 
$ 8.50 rate, chances are good that the Class 
43% A stock may be redeemed before the 
$ 2.02 common can be diluted through con- 
4.6% version. 
5.1 
12/31/49" Recent Sales Trend 
$ 2.313 
Sat Sales of Dixie Cup established a 
+ < new high record of $28.9 million for 
pati 12 months ended September 30, 1950. 
$ 10,534 This contrasts significantly with an 
‘ ound earlier high of $6.1 million in the full 


year 1940, indicating a volume rise 
4.5 almost five-fold within a decade. Net 


$ 6,452 earnings in the 12 months period cited 
$ 17,714 also established an all-time peak, 
: pundl equalling $9.87 per share, whereas in 


the calendar year 1940, $1.84 was 





* Latest available. 2 Adjusted for 75% stock dividend. 


1 Class “A” Stock. 








3 After deducting Debt and Preferred Stock. 


earned. The recent net income, fur- 
thermore, not only allowed for retro- 
active higher taxes since last January, 
but also was after setting up a reserve 
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for possible excess profits taxes 
that may be applied to at least 
part of 1950. 





Lily-Tulip Cup 


Lily-Tulip Cup Corporation, 
like its competitor, produces a 
wide range of. paper cups and 
dishes, and total annual output is 
said to exceed six billion units. 
Manufacturing is conducted at 
several strategic locations, includ- 
ing Canada, Long Island, Atlanta 
and Los Angeles. Both as to ca- 
pacity and annual volume, Lily- 
Tulip is slightly larger than Dixie, 
although net property account 
and total assets are smaller. In 
part this is due to operating in 
substantial degree in rented facili- 
ties, one of which Lily-Tulip con- 
structed in Atlanta and sold to an 
insurance company in 1948 for [ 1939 | 1940 | 1941 
$1.3 million on a back-lease basis. 

Prior to last July 12, Lily-Tulip | 15 
had outstanding 213,539 shares of 
common stock, but distribution of a 75% stock divi- 
dend on that date raised the number to 373,693. In 
order to finance postwar improvements, the company 
in 1948 sold to several insurance companies 3000 
shares of $100 par value 414% preferred stock, and 
on December 31, 1949, $2,520,000 314% term notes 
were outstanding, of which $240,000 were payable 
in the current year and each year following until 
1961. 

Lily-Tulip, accordingly has had less recourse to 
borrowing than Dixie, although term debts of the 
latter are quite conservative. Net working capital of 
Lilv-Tulip, showing as $8.1 million at the end of 
1949, was of record proportions, although not quite 
as large as the $8.7 million of Dixie Cup. A strong 
financial position is shown by a current ratio of 4.5, 
closely similar to that of Dixie, 
although that company’s propor- 
tion of cash and government se- 
curities among current assets is 
considerably larger. 

What dynamic progress Lily- 
Tulip Cup has made in 1950 is 
shown by nine-month sales vol- 
ume of $29.3 million compared 
with $28.8 million in all of last 
year. After a $400,000 provision 
for contingencies and allowance 
for income taxes, net earnings ad- 
vanced to $2.5 million or $6.43 
per share on the recentlv enlarged 
number of common. On an ad- 
justed basis, $3.52 a share was 
earned in the same period of 1949. 
Compnred with ten years ago, 
Lilv-Tulip’s sales appear to be 
running at a rate five times higher 
while earning power has expanded 
more than three-fold. Thus the 
race with Dixie Cup for increased 


Shs. Common: 
Fiscal Year: 





volume in a decade has been re- ar = oe 
markably close, and while Dixie’s | 6s 68 
earnings in the period have risen [1. 1.8 
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Long Term Debt: 
Sns. $2.50 Cl A: 178,644 - no par 


LILY TULIP CUP 





: : " ; ; Price Range 

r 5 : 1929 - 1935 
: High — 25 

Low — 48 


$12,000,000 


202,666 - no par 
Dec. 31 


THOUSANDS OF 


1942 | 1943 | 1944 1945 | 1946 | 1947 | 1948 | 1949 1950 
7 6 
50 50 50 1.00 Otv. 
3.4 3.6 4.8 | 3 6 


at a somewhat faster pace, in the current year the 
spread seems to have narrowed to close dimensions. 

For a number of years past, Dixie Cup has en- 
joyed certain operating advantages that have en- 
abled it to maintain wider operating margins than 
Lily-Tulip. In 1949, for example, operating income 
of Dixie represented 15% of net sales compared with 
10.6% with its competitor. This advantage appears 
more clearly in the fact that Dixie had an operating 
income of $3.4 million on sales of $23.1 million, in 
contrast to $3 million by Lily-Tulip on a volume of 
$28.8 million. Somewhat similarly, Dixie’s net profit 
margin last year showed as 8.4% as against 6.2% 
for Lily-Tulip. 

Related comparisons in the current year are diffi- 
cult to establish as to (Please turn to page 247) 
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. . . Re-Appraisal of . 


The SHOE Industry 


By GEORGE MATHIS 


Be: he traditionally stable shoe industry is likely 
to report 1950 earnings comparable to those a year 
earlier, with a few concerns showing moderate gains. 
While shoe manuacturers are sharing somewhat in 
the post-Korean boom of the second half year, their 
progress is less spectacular than in many other in- 
dustries. Looking ahead into 1951, a number of fac: 
tors indicate that their operations will be smooth, 
and that margins may widen on steady civilian busi- 
ness supplemented by substantially increased mili- 
tary orders. 

Up to midyear, six-month production of shoes 
amounted to about 240 million pairs versus 239 
million pairs in the first half of 1949. More confident 
accumulation of inventories by dealers mainly ac- 
counted for the slight gain, abetted by the rise in 
consumer income. For medium priced shoes, demand 
normally is quite stable. While unit sales rose in the 
forepart of this year, generally reduced prices tended 
to pare dollar volume of the leading firms by about 
10%, with one exception where promotion of low 
priced shoes proved beneficial. Improved operating 
efficiency, however, enabled some of the leaders to 
earn slightly higher profits. 

Following outbreak of the war in Korea, the gen- 
eral wave of scare buying affected the shoe industry 
for only a very brief period, in fact causing produc- 
tion to rise by only 1.6 million pairs of shoes within 
three months. Dealers too clearly remembered their 
troubles following the start of World War II when 
the supply of shoes soon became over-abundant. 
Leather prices have risen sharply in line with in- 
creased speculative buying, while wages this fall 
have gone up about 10%. In order to offset higher 
operating costs, the shoe companies last month an- 
nounced generally higher prices that may sustain 
margins in the final quarter, although in the Septem- 
ber quarter there was probably some pinch despite 
a moderate rise in volume. 
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Government orders to date have been of modest 
proportions, with placements favoring small shoe 
manufacturers on quite a scale. Since fall buying 
by civilians is commonly substantial, and prices have 
now risen slightly, the chances are pretty strong that 
company earnings before taxes will expand in the 
final three months. But since few third quarter re- 
ports in this industry are yet obtainable, the impact 
of heavier and retroactive taxes remains obscure. 

On the whole, the 42% tax rate will likely restrict 
earnings of many companies in this group to a level 
comparable to 1949. If shoe production for all of 
1950 nears 500 million pairs compared with 473 
million pairs in 1949, on the other hand, it is possible 
that a few concerns may report increased net earn- 
ings. Such an increase in unit volume has been pre- 
dicted by some observers. 

Next year the industry will benefit from ample 
supplies of leather, to judge from greatly increased 
imports of hides from Argentina and a sizeable do- 
mestic supply. This raw material situation is so fa- 
vorable, that industry leaders anticipate no shortage 
even if the Government orders up to 12 million pairs 
of shoes for the Armed Forces during 1951, as seems 
likely. The shoe manufacturers presently are oper- 
ating well below capacity and claim they could easily 
expand over-all output to more than 600 million 
pairs annually if enough materials were assured. 


Increased Production to Meet Demand 


Supporting this hope is the fact that nearly 50% 
of shoe soles are now made of rubber and that plas- 
tic soles and fabrics for tops have become increas- 
ingly popular for many types of civilian footwear. 
In order to meet all prospective demands, both mili- 
tary and civilian, it is said that the shoe industry 
has already stepped up production to a monthly rate 
close to 50,000,000 pairs, and can readily maintain 
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this pace if circumstances warrant. 


The near certainty that demand will swell in 1951 
minimizes the risk of incurring inventory losses 
because of current production in excess of deliveries. 
Shoe prices seem likely to remain firm for many 
months to come, and if necessary to maintain ade- 
quate margins they can probably be increased in due 
course despite heavy competition. While profits on 
Government business will be restricted, larger over- 
all sales should be an offsetting influence. On the 
whole, accordingly, the prominent shoe manufactur- 
ers should fare quite well in 1951, although taxes 
may hamper earnings gains. In any event, the 
chances for any rationing or price controls in this 
industry are very slim, a factor that should sustain 
operating advantages. 


Leaders Are Strongly Entrenched 


All four of the leading shoe manufacturers enjoy 
strongly entrenched trade positions, and for many 
decades have grown correspondingly with population 
gains, although variations in national income and 
shifts in style preferences have moderately affected 
their progress. Two of these prominent producers 
operate with a fiscal year ending October 31, the 
other two ending November 30. Three of the group 
have paid dividends without a break since 1923 or 
longer and one for at least sixteen years, which 
attaches a measure of investment appeal to their 
shares. While operating margins are characteristi- 
cally narrow in this business, substantial and rela- 
tively stable volume tends to produce satisfactory 
earnings. 

International Shoe Company’s volume of $84.9 
million for six months ended May 31, 1950, was about 
7.5% below the related period of 1949, partly due 
to scant orders for military shoes and in part due 
to a larger portion of sales represented by lower 
priced items. Orders on hand as of July 7, 1950, 
though, indicated substantially improved volume for 
the second half year. A shutdown of several mar- 
ginal plants, together with other operating econo- 
mies, widened margins in the first half enough to lift 


earnings slightly to $1.34 per share, before allowance 
for retroactive taxes. Despite increased taxes in the 
last half of the fiscal year, a price increase of 15 
cents a pair on larger sales should raise full year 
earnings to around $3 per share compared with 
$2.26 in fiscal 1949, and further improvement could 
follow next year. The company’s dividend policies 
have always been liberal, hence the current 60 cents 
quarterly rate seems secure. At a recent price of 
4114, International Shoe shares yield a rather at- 
tractive 6.1%. 


In reflection of lower average prices, volume of 
Endicott Johnson Shoe Company in the six months 
ended June 3, 1950, receded to $55.6 million from 
$62.3 million the year before. Reduced costs, how- 
ever, widened margins, and operating income rose 
sharply by 73%, an advantage more than offset by 
adjusted inventory values. On balance, net earnings 
of 90 cents a share compared with $1.11 in the re- 
lated span of 1949. 


Comparisons for the full fiscal year may show 
little variation from the $2.48 per share earned in 
fiscal 1949, even though retroactive taxes must be 
allowed for and leather costs have risen. A price rise 
and improved volume should permit this satisfactory 
showing. Since it would be logical for this concern 
to receive some large military orders in the coming 
year and its civilian sales should be ample, the out- 
look for stable earnings is encouraging. The current 
quarterly dividend of 40 cents a share appears se- 
cure, and conceivably might be raised to 50 cents, 
as was paid in 1949, unless EPT prevents. 


Brown Shoe Company 


Aggressive sales promotion enabled Brown Shoe 
Company to expand dollar sales 3% for the six 
months ended April 30, 1950, although selling prices 
averaged lower. Volume of $41.7 million rose from 
$40.4 million a year earlier. Efficient management 
widened margins, so that net earnings advanced by 
18% to $2.95 per share. Improved demand and some- 
what higher prices in the second half year should 
have helped to offset the (Please turn to page 249) 




























































































Statistical Data on Leading Shoe Companies 
1949 1950 Div. Indicated Yield* Recent Price Range 
Net Operating Net Net Interim 1949 Div. Price 1950 
Sales Margin Per Share __— Profit Net Sales Net Per 1950 High Low 
($ million) Margin ($ million) Share 
Brown Shoe Co. $ 80.3 4.8% $4.84 © 3.1% $41.71 $2.951 $2.10 $2.60 4.9% 53 53-3612) 
Endicott-Johnson 131.6 2.0 2.48 1.7 55.62 90" 2.00 2.00 6.6 30% 3354-2912 
Florsheim Shoe “A” 25:2 57 2.10 57. 13.51 1.171 1.25 1.25 8.2 15% 15'%-13 
| 
General Shoe 77.6 5.4 3.14 3.1 56.83 3.15% 2.50 2.50 7.3 34 351-3046 | 
International Shoe 190.0 6.5 2.26 4.0 84.94 1.344 3.00 2.55 6.1 41%2 46%-38% 
Kinney (G. R.) Co. 35:2 57 4.28 3.3 16.4° 1.775 Ls 1.50 8.5 17% 18%-13% 
Melville Shoe 78.0 11.6 2.37 7.1 36.3° 1.135 1.80 1.80 aa 233% 27-21% 
Regal Shoe Co. : 8.9 4.3 49 2.8 4.49 36° ao 25 6.1 4Y 5%- 3% 
* Based on indicated 1950 dividends. 39 months ended July 31, 1950. 
16 months ended April 30, 1950. 46 months ended May 31, 1950. 
26 months ended June 3, 1950. 56 months ended June 30, 1950. 
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Year-End 


The “traditional” year-end rise 
that brokers love to talk about 
around this season has been fairly 
consistent—but nobody can con- 
sistently make money out of it. 
The reason is very simple: nobody 
can know the where or the when 
of the preceding reaction low, oc- 
curring more often than not be- 
tween mid-November and mid- 
December, until some time after 
it has been made; nor the where 
and when of a January high at- 
tained with the aid of the seasonal 
factor, after tax selling is out of 
the way, and year-end reinvest- 
ment demand. It may be interest- 
ing to note that in only one year 
out of the last 30 (1924) was the 
December close of the Dow-Jones 
industrial average as much as 
10.6% above the high made in the 
first half of November, which in 
the present instance was 229.54 
on November 14. In no vear of the 
last 20 was it more than 3.4% 
above the first-half of November 
hich, that gain having been re- 
corded in 1949. In 14 out of these 
20 vears. it has been urder the 
high of November 1-15. The big- 
gest decline, on this comparison, 
was 34.6% in 1931. Over the 30- 
year period, December closings 
averaged 2.8% under highs made 
in the first half of November. If 
the record means anything, the 
November 14 level of 229.54 will 
be hard to surpass by any signi- 
cant margin, in the period just 
ahead. 
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December 

For the month of December as 
a whole, the 30-year record shows 
appreciable net gains in 11 years, 
appreciable net declines in 9 years, 
insignificant net change in 10 
years. On this basis, no “seasonal 
pattern” is evident. Over the en- 
tire period there has been no net 
December gain exceeding relative- 
ly modest, unexciting proportions. 
On the other hand, there have 
been a few sizable December de- 
clines in bear markets, such as 
about 10% in the average both in 
1920 and 1930 and over 17% in 
1931. 


Possibilities 

This is the season at which 
some people in the securities-ad- 
visory business “stick their necks 
out” with guesses as to the 1951 
range of the market, figured in 
terms of the Dow industrials. As 





to the low, the guesses so far seem 
to range mostly between 190 and 
210; the highs between 250 and 
300. This column will merely point 
out that nobody has a reliable 
crystal ball; and that, if there 
were one, it could well be smash- 
ed by world events beyond the 
vision of any seer. Perhaps it is 
safe to say that there is a pretty 
good chance for materially lower 
prices within the period between 
10w and next spring; and a pos- 
sibility of higher average prices, 
before 1951 ends, than have been 
seen in 1950. As to whether the 
latter is more than a possibility, 
only time will tell. 


“The Dow” 


Up to this writing the Dow in- 
dustrial average has had a 1950 
range of 196.81-231.81, or about 
18% from low to high. On a per- 
centage basis, this is narrower 








Bell Aircraft Corp..... 
Food Machinery & Chemical 
Atlantic Refining 


International Paper 


Du Mont (A. B.) Laboratories. .............. 
International Nickel 


National Container 








e 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 


American Smelt. & Refining ..................... 
Wesson Oil & Snowdrift............................ 
Diamond Match Co......000.00..0..... cece 


1950 1949 

9 months Sept. 30 $1.80 $ .11 

. Sept. 30 Quarter 1.01 43 
9 months Sept. 30 9.82 6.49 
Sept. 30 Quarter 1.95 1.23 
9 months Sept. 30 8.45 6.51 
... 40 weeks Oct. 8 2.08 75 
Sept. 30 Quarter -90 31 

. Sept. 30 Quarter 62 -23 
Year Aug. 31 6.46 3.02 
9 months Sept. 30 5.78 2.14 
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than the range in a majority of 
past years when the general trend 
has been upward; and it is nar- 
rower than the 1950 range of 
more broadly representative in- 
indexes of stock prices. The rea- 
son is that among the 30 stocks in 
the Dow average there are a num- 
ber which have become more 
static than formerly or which 
have less than average appeal in 
a semi-war, high-tax economy. 
This column will “stick out its 
neck” to the extent of saying that 
it is hard to see a basis for any 
considerable 1951 advance—unless 
it begins from a very consider- 
ably lower level than the present 
one—in stocks like American Tele- 
phone, Corn Products, General 
Foods, Loew’s, Procter & Gamble, 
Sears, Roebuck and Woolworth. 
And it is hard to see how some 
of the Dow stocks which had a big 
rise in 1950 can do greatly better 
in 1951—again excepting from a 
fairly deep reaction low. That 
could well apply to the average’s 
automobile, metal, chemical, elec- 
trical equipment and oil issues. If 
you get away from glittering gen- 
eralities and look at these 30 
stocks individually, a 1951 ‘“‘ob- 
jective” of 250 for the average 
looks like a fairly stiff hill to climb 
and 300 becomes a decidedly fanci- 
ful possibility unless a really viru- 
lent inflation psychology devel- 
ops. Of one thing this column is 
rather certain: If the 1951 high 
tops that of 1950, it will be a very 
substantially wider margin for 
our weekly index of 325 stocks 
than for the Dow industrial aver- 
age. 


United Aircraft 


This is the best diversified com- 
pany in the aircraft field, making 
planes, engines, propellers and 
helicopters. However, develop- 
ment of jet planes is unfavorable 
in its bearing on the propeller 
business and the piston-type en- 
gines for which the company is 
well known. Earnings reached a 
peak of $6.29 a share in 1941, be- 
fore EPT; dividends a peak of $4 
in the same year. Net fell to $1.79 
a share in the transitional year 
1946, stabilizing a little above $3 
thereafter. It was $3.31 last year, 
and probably will be modestly more 
for 1950. Dividends are on a $2 
basis, yielding roughly 6% at the 
stock’s current price of 33. Vol- 
ume will be sharply higher in 
1951 and 1952; but whether taxes 
will permit significant earnings 
gains remains to be seen. “War 
stocks” have a tendency to make 
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tops far ahead of peace stocks. It 
is a curious fact that in the mark- 
et’s abortive war boomlet of late 
1939 and early 1940—when the 
market badly misjudged the char- 
acter of the war—United Aircraft 
rose to a high of 53%, never since 
equalled. Its 1946 high was 37384. 
The 1949-1950 range to date is 
2014-341. 


Phenomenon 


Time was when Diamond 
Match was included in many lists 
of “storm-cellar” stocks, because 
of the stability of earnings and 
dividends—the latter having been 
paid without interruption since 
1882—and strong finances. How- 
ever, the company has diversified 
itself into a less stable over-all 
position. Last year, matches pro- 
vided only 35% of sales; lumber 
and other building supplies 42%, 
pulp and paper 15%, woodenware 
and other products for the bal- 
ance. Due mainly to the spurt in 
inventory buying after the start 
of the Korean war, earnings for 
1950 will jump to around $7 a 
share or more, from the previous 
peak of only $2.63 in 1947. Divi- 
dends for 1950 (no regular rate) 
total $3 a share, against $2 in 
each of the preceding three years, 
and $1.50 from 1939 through 
1946. The stock made a 1946 high 
of 5014 on net of $2.32 and a $1.50 
dividend. It is now around 46. 
The answer is that earnings will 
be sharply lower in 1951 and 
that the stock cannot be figured 
as more than a $2 dividend-payer 
under “normally good” conditions. 
Finances are still strong, but rela- 
tively less so than when the com- 
pany was smaller and less diversi- 
fied. It diversified, of course, be- 
cause the match business is “‘not 
so hot’’, what with the popularity 
of mechanical lighters and result- 


ing surplus capacity of match 
makers. 


Steel 


Granite City Steel is a small, 
growing, low-cost maker of flat- 
rolled steels. It makes steel pri- 
marily from scrap, avoiding ore 
and coal investment. The plant is 
at Granite City, Ill., on the Mis- 
sissippi River opposite St. Louis, 
providing cheap transportation to 
a marketing area in which eco- 
nomic growth is above-average. 
It is the only sizable producer of 
flat steels in the St. Louis area. 
Earnings this year will be in the 
vicinity of $12 a share, against 
$7.44 last year, a new peak by a 
wide margin. The dividend is now 
on a $4 annual basis, yielding 
over 9% with the stock at 4314. 
This is the highest market level 
in some time, comparing with a 
1949 low of 1654; and with bull- 
market highs of 35 in 1948, 2714 
in 1946, 481% in 1937, and 63%, 
in 1929. As 1947-1949 net aver- 
aged $7.02 a share, the EPT posi- 
tion under the Administration’s 
proposal would be medium-good, 
but net for 1951 would be appre- 
ciably lower. It might to be close 
to the excellent 1950 level on a 
straight tax basis of 50% to 55%. 
The stock is speculative, but some- 
what less so than it might seem 
on superficial inspection. 


Soft Goods 


The public will spend more on 
soft goods in 1951, less on durable 
goods. In anticipation of this 
shift, the stock of Bond Stores has 
recently been “going to town.” 
Other retail issues with mainly a 
soft-goods flavor are Associated 
Dry Goods, J. C. Penney, Best & 
Co., Arnold Constable and Lerner 
Stores. Penney is a high-grade 

(Please turn to page 252) 





























DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1950 1949 
Gleaner Harvester Corp. Year Sept. 30 $1.95 $6.36 
North American Co. Sept. 30 Quarter -28 57 
Burroughs Adding Machine 9 months Sept. 30 -88 1.20 
Coty, Inc. Sept. 30 Quarter -08 -26 
General Amer. Transportation Sept. 30 Quarter 1.26 1.43 
Pepsi-Cola Co. . 9 months Sept. 30 -28 47 
Great Northern Paper Co. 9 months Sept. 30 2.85 3.99 
Hollander (A.) & Son 9 months Sept. 30 tS 43 
Link Belt Co. 9 months Sept. 30 6.18 7.38 
Holland Furnace Co. 9 months Sept. 30 1.81 2.17 
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Whats Qhead por PP a 


By E. K. A. 


Controls over business are continuing their steady expan- 
sion, and it is freely and officially predicted that the military 
production program by mid-1951 will be so big as to require 
o complete allocation of basic 
materials. In other words, a 
Controlled Materials Plan 
along World War Il lines 
appears definitely in the 
offing. If so, nobody will be 
greatly surprised. It’s al- 
ready been evident that the 

7 present system of limited 
| 190 _. controls and voluntary allo- 
cations cannot work proper- 

+ ly for any length of time. 


Bead The Controlled Materials 
Plan presumably would start 
off with allocations of steel, 
copper and aluminum, 
quickly followed by inclusion 
of other vital materials. 
While to-date, NPA’s pri- 
ority system has been ade- 
quate to channel to the mili- 
tary the goods it needs 
AGO merely because the arms 
program is as yet small, this 
system is expected to break 
down under the pressure of 
growing defense needs. 
Meanwhile civilian con- 
sumption of aluminum has 
already been cut back by 
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35% despite anguished 
protests of aluminum fabri- 
cators. Similar orders on 


copper, zinc, nickel, cobalt 
and possibly other tight 
metals will shortly follow. 
When they come, impacts 
on civilian production of 
hard goods will be imme- 
diate and probably fairly 
severe. Steel shortages are 
already necessitating pro- 
duction cuts in various areas. 
Ford Motor Co.’s temporary 
lay-off of 50,000 workers 


| because of shortages is a 


straw in the wind. Cutbacks 
































or temporary interruptions of production will soon multiply. 
Eventually, the auto companies and the electrical manv- 
facturers, likely to be worst hit by metals shortages, can ex- 
pect defense orders to compensate for any forced reduction 
of normal output, but a lag is nevertheless inevitable. And 
with defense put first in sharing metal supplies, consumers 
will find it less easy to obtain what they want. 


Retailers have had some anxious moments since the July- 
August boom fed mainly by war scare buying. Sales have 
fallen off since then and store stocks have been rising be- 
cause of the heavy orders previously placed to replenish 
inventories. This promoted a sudden urge to reverse earlier 
purchase plans, a desire to cancel some orders or at least 
have manufacturers defer shipments. While the movement is 
hardly sweeping as yet, it is said to be gaining momentum 
because inventories in many lines are getting top-heavy even 
for the pre-Christmas season. 

The retailers’ new conservatism so far has not been greatly 
felt by manufacturers since most have still heavy backlogs. 
And it isn’t likely to affect production lines any time soon 
though a slow holiday season, and more cancellations, might 
quickly change the picture. But this is hardly indicated. Holi- 
day business prospects are bright and Xmas spending may 
well set a record. Not only is consumer income high, and in! 
some areas rising despite tax boosts, but a latent fear of 
shortages of desired goods and further price rises will spur 
spending propensity. 

Department stores sales in the week ended November 11 
were 8% greater than in the corresponding week of last 
year, while the week before, volume was unchanged. For 
four weeks ended November 11, the rate of increase is 4%, 
and for the year to November 11, 5%. This still points to 
lower unit sales than last year since the percentage increase 
largely reflects higher prices. What’s regarded encouraging 
is the upward trend which it is hoped will continue through 
the pre-Christmas season. 

The election results have not materially altered either the 
short term or long term business outlook. Defense will be 
pushed hard and economic controls will grow though tied 
more closely to defense rather than intermingled with ideas 
of economic experiments. That much seems to be clear in the 
wake of Republican gains at the polls. The dominant long 
range factor remains unchanged, namely the size and dura- 
tion of the defense effort. The chief short range element is the 


length and character of the let-down in business before the 


defense effort asserts itself more fully. 

The latter is still difficult to appraise. We know that any 
let-down won't last long, probably no more than three months 
or so, but it could be quite painful in some employment areas 
heavily dependent on consumer durable goods manufacture. 


THE MAGAZINE OF WALL STREET 








MC 
con 
enc 
pric 
rec 
of 

phi 
nev 
an 
ros 
to 

bo 
Se 
fle 


—s= mo mf Ol Ole 


—_ - 








tiply. 
janu- 
) @x- 
ction 
And 
mers 


July- 
nave 

be- 
>nish 
lier 
least 
nt is 
tum 
>ven 


‘atly 
ogs. 
oon 
ight 
loli- 
nay 
J inf 
ot 
pur 


11 
last 
For 
'%, 
|. to 
ase 
ing 
igh 


the 
be 
ied 
2cs 
the 
ing 
ra- 
the 
he 











The Business Analyst 





MONEY AND CREDIT—The M. W. S. indexes of 325 active 
common stocks and 100 high priced stocks closed the fortnight 
ended November 18 at new highs since 1946; but the 100 low 
priced stocks, which have been lagging behind the market of 
recent weeks, failed by 24 of a point to duplicate their high 
of 4 weeks earlier. Three groups—Paper, Petroleum and Sul- 
phur—made new all-time highs. Dairy Products advanced to a 
new high since 1931, Food Stores a new high since 1930 
and Chemicals a new high since 1929. New York bank stocks 
rose sharply to the best average level in 4 weeks in response 
to year-end extras already declared or rumored. Corporate 
bonds and preferred stocks advanced to the best levels since 
September, 1947; but foreign government dollar bonds, re- 
flecting declines in Scandinavian issues, dipped to the lowest 
average in 4 weeks. While the bank-eligible Victory 2's rose 
to the highest price since September 16, the restricted series 
appears to have been pegged at 100 27/32 for the past 9 
weeks. In the fortnight ended November 8, weekly reporting 
member banks sold $393 million of Government and other 
securities and expanded loans by $536 million. Yet, despite 
the resulting increase of $143 million in earning assets, de- 
mand deposits were off $339 million, largely due to tempo- 
rary shifting of funds to out-of-town banks and the Treasury. 
Commercial loans by New York City banks continue to ring 
up new all-time highs weekly. For the fiscal year to November 
15, the Treasury reports a budget deficit of only $791 million, 
against $3,166 million for the corresponding period last year. 
The gross public debt, at $256,923 million, is now down $434 
million since June 30 but up $45 million from a year ago. 
Monetary gold stocks are down $1,082 million from June 30, 
compared with a gain of $300 million during the correspond- 
ing interval last year. Member bank reserves expanded $405 
million during the fortnight ended November 15. The Federal 
keeps on pumping credit into the banking system and be- 
seeches the banks not to use it for expanding loans! Under 
Regulation V, Federal Reserve Banks have already guaranteed 
more than $10 million of loans to defense producers during 
the past two months, but this is only a small beginning. Loan 
guarantees of similar character totaled $10.3 billion during 
World War Il. During this year’s summer and autumn months, 
speculators have taken long positions in excess of $100 mil- 
lion in Australian pounds and internal bonds, expecting the 
Australian pound to be revalued. But authorities there are 
determined to hold out as long as possible, among other 
reasons because it might hurt the world market for her im- 
portant wool crop. 


0. 





TRADE—Though department store sales throughout the nation 
during the week ended November 4 were no better than a 
year ago, a sharp pick-up during the following week to 8% 
above last year encouraged merchants to hope that the 
Christmas trade this season might be better than expected. 
Buoyed by rising American demand for foreign cotton, news- 
print, lumber and strategic materials, U. S. imports climbed 
in Sepetmber to a record monthly high of $857 million; but 
our imports expanded even more sharply to $910 million, 
thereby putting our foreign trade balance back into the 
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black after the temporary dip into the red during August. 
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INDUSTRY—Though overall demand for goods and services 
is running at a record pace, scarcities are beginning to cause 
slow-downs in a few civilian goods lines, and maladjustments 
will become progressively more extensive during the coming 
months of conversion from a peace-time to a semi-war-time 
economy. 
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COMMODITIES—Spot and futures indexes, including the 
Labor Bureau’s index of wholesale prices, climbed to new all- 
time highs during the fortnight ended November 18. 





CO. 
oe 


BUSINESS ACTIVITY contracted a little during the fortnight 
ended November 11 but a dip during the corresponding in- 
terval last year was sharper, so that the margin of year-to- 
year gain widened to 15.3%. 


(Please turn to following page) 
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Essential Statistics 





Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 














MILITARY EXPENDITURES—$b (e) Oct. 1.53 1.20 1.19 1.55 (Continued from page 239) 
Cumulative from mid-1940. Oct. 402.8 401.3 388.4 : ae This publication's BUSINESS INDEX de- 

FEDERAL GROSS DEBT—$b Nov. 15 256.9 256.7 256.9 55.2 | clined 0.1 point in October to 209.1% of 

MONEY SUPPLY—$b the ~ 935-9 average from 209.2 for Sep- 
Demand Deposits—94 Centers__ | Nov. 8 49.2 49.5 46.7 26.1 | tember, but registered a rise of 14.3% 
Currency in Circulati Nov. 15 27.3 27.3 27.4 28.3 | over October of last year. On a per capita 





BANK DEBITS—13-Week Avge. 





-——— | basis, the index for October was 117.5% 
of the 1935-9 average compared with 


































































































Non-Durable Goods. 




















New York City—$b Nov. 8 10.30 10.37 ~e 426 | 178.2 in September and 158.3 for October, 
93 Other Centers—$b. Nov. 8 15.04 15.01 12.07 7.60 1949. 
PERSONAL INCOMES—$b (cd2) Sept. 231.1 228.4 205.6 102 ~ 4g " 
Salaries and Wages____ | Sept. 153.7 157.9 136.8 66 Non-farm EMPLOMENT rose in mid- 
Proprietors’ | Sept. 44.6 46.1 39.2 23 October to 45.8 million—highest in the 
Interest and Dividend Sept. 21.4 18.4 17.0 10 nation’s history. 
Transfer Payment Sept. 11.4 12.0 12.6 3 o 
(INCOME FROM AGRICULTURE) Sept. 19.6 21.1 17.8 10 PER . 
POPULATION—m (e) (cb) Sept. a 152.5 152.3 149.9 33.8 t . a — beng a a 
ember to a record annual rate of $228.3 
Non-Institutional, Age 14 & Over | Sept. 111.1 111.0 110.0 01.8 billion. The gain of $2.9 billion over August 
Labor Force Sept. 65.4 65.0 64.0 57.5 | was occasioned by larger Government 
Militery Sept. 1.73 1.45 1.45 1.89 | payrolls under the defense program and 
Civilian Sept. 63.7 63.6 62.6 55.6 increased dividend disbursements, which 
Unemployed Sept. 19 2.3 3.6 3.8 | latter were 80% larger than a year ago. 
Employed Sept. 61.8 61.2 59.0 51.8 fa * re 
In Agriculture. Sept. 8.5 7.8 Arf 8.0 
Non-farm Sept. 53.3 53.4 51.3 43.8 According to a compilation by the Na- 
At Work Sept. 517 50.8 49.4 43.2 tional City Bank, net EARNINGS of 500 
Weekly Hours. Sept. 41.5 43.3 413 42.0 leading corporations in the third quarter, 
Man-Hours Weekly—b Sept. 2.15 2.20 2.04 1.82 | excluding rails and utilities, averaged 54% 
GHPLOTES, Hewfarm—m ih) [Sop ss gong ar Fraer than forthe he ped La yo 
~tenn a es be ine me first nine months. The reports make no al- 
Weekly Hours “se as ne nee val lowance, however, for a retroactive excess 
nals Chien temen reall icles <cielane 8 profits tax. Largest third quarter increases 
; E ; ; 7 were more than 100% for beverages, tex- 
Weekly Wage ($) Sept. 60.53 60.32 55.72 21.23 | es ng apparel, pulp and paper, neal 
PRICES—Wholesale (Ib2) Nov. 14 171.1 170.0 151.6 92.5 | miscellaneous metal products, followed by 
Retail (cdib) Sept. 192.3 190.8 187.2 116.2 | 89% for mining and quarrying, 88% for 
COST OF LIVING (Ib3) Sept. 173.8 1730 169.6 100.2 machinery and railway equipment, and 
Food Sept. 208.5 209.0 204.2 113.1 87% for chemicals, paints, etc. 
Clothing Sept. 190.5 185.9 187.2 113.8 : x a 
Rent Sept. 124.8 124.6 121.2 107.8 It is interesting to note that corporate 
RETAIL TRADE—$b cate = income after taxes this year, estimated at 
tv Ses elon, tzap_— ard an ape | See $21 blo, wil cecum or ol 
oods. 
ee Goods. <i ne wo ae = against 10% in the boom year 1929, nye 
Dep't Store Sales (mrb) Sept. 0.91 hes 0.91 0.42 | cash dividends paid to venture capital, t : 
Retail Soles Credit, End Mo. (rb2)— | sept. 11.59 11.95 em 5.46 | Only realistic measure of profits, _wi 
_ amount to only 3.6% of the total national 
srcinitapieianndl income compared with 6.7% in 1929. On 
New Orders—$b (cd) Total_____—— | Sept. 23.8 27.1 18.2 146 | the other hand, corporate income taxes 
Durable Goods. Sept. fi 13.8 7.1 


























have mounted from only 1.6% of the 
nyt. sig 134 ™_ 75 | national income in 1929 to 6% in 1950, 

















hpenat-Oh oR ~Tetek____ | apt. a5 86-226 18.0 83 | while compensation of employees, which 
Surette Gants Sept. 9.6 ¥9 75 4.1 | accounted for 58.1% of the national in- 
enters: Boots Sept. ied 127 10.5 4.2 | come in 1929, now amounts to 63.6%. Yet 
BUSINESS INVENTORIES, End Mo. the farmers’ share of our total national 
Total—$b (cd) Sept. 55.9 53.9 52.6 28.6 | income, despite crop supports and sub- 
Manufacturers’ Sept. 30.4 29.6 29.1 16.4 sidies, has shrunk to 5.8% from 6.5% in 
Wholesalers’ Sept. 9.7 9.5 9.1 41 1929. 
Retailers’ Sept. 15.8 14.8 14.4 8.1 * * * 
Dept. Store Stocks (mrb) Sept. 2.5 2.2 2.2 1.4 The RAILROADS’ third quarter net was 
BUSINESS ACTIVITY—1—pc Nov. 11 1763 1771 155.5 141.8 | Probably the best for any similar period 
(M. W. S.)—1—np. Nov. 11 207.9 208.9 180.3 146.5 since 1943. Earnings of electric and gas 
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Latest Previous Pre- 
Wk.or Wkor Year Pearl PRESENT POSITION AND OUTLOOK | 
Date Month Month Ago Harbor* 
INDUSTRIAL PROD.—1—np (rb) Sept. 211 209 174 174 UTILITIES this year will be largest in history. 
Mining Sept. 162 158 119 133 ° eae 
Durable Goods Mfr. Sept. 250 247 199 220 MACHINE TOOL builders have a 10- 
A f ; 
nen tuceiie Gaede itt soul 95 1957215) | month order backlog for civilian equipment 
CARLOADINGS—t—Total Nov. 11 240 862 636 833 alone, with defense business still to come. 
Manufactures & Miscell Nov. 11 404 417 312 379 * * * 
yuan Nov. 11 87 88 87 156 Order backlogs for FREIGHT cars at the 
Grain SL LU end of October were 13 times as large as 
ELEC. POWER Output (Kw.H.) m | Nov. 11 6,574 6,555 5,435 3,267 a year earlier but production, held back 
; ate ——---——— | by steel shortages, was up only 21%. De- 
SOFT COAL, Prod. (st) m Nov. 11 11.0 11.4 7.2 10.8 mi . hich ° be Ms | if" 50) . 
Cumulative from Jan. 1 Nov. 11 433 422 364 446 liveries, which numbered only 9, units 
nike ite foe: ‘$43 5.9 1 “a in October, probably can not be pushed 
ae pels en : é up to the 10,000-monthly goal until next 
PETROLEUM—(bbls.) m April. 
Crude Output, Daily. Nov. 11 5.9 5.9 5.2 4.1 * * ‘oe 
Gasoli Stocks. Nov. 11 105 104 104 86 
: 6 The N. P. A. has allocated 10,000 tons 
Fuel Oil Stocks. Nov. 11 45 45 69 94 | of steel th tarti ith the first 
Heating Oil Stocks Nov. 11 87 87 92 55 a eee ee ee ee ee 
sind BO 2 na _~____ | quarter of next year, for construction of 12 
LUMBER, Prod.—(bd. ft.) m Nov. 11 796 805 712 632 Great Lakes cargo vessels for facilitating 
Stocks, End Mo. (bd. ft.) b Sept. 6.4 6.4 7.4 12.6 | delivery to steel producers of 7 million addi- 
STEEL INGOT PROD. (st) m Oct. 872 8.19 093 6.96 | tional tons of iron ore yearly from northern 
Cumulative from Jan. 1 Oct. 80.3 71.6 66.0 74.7 | Minnesota mines. 
— _ a a _ a ——— * * * 
ENGINEERING CONSTRUCTION 
AWARDS—$m (en) Nev. 16 215 102 218 94 Control orders issued or planned by the 
Cumulative from Jan. 1 Nov.16 10,432 10,217 7,204 5,692 N. P. A. imposing severe restrictions upon 
ae enomeee ———$—__-—_—— ———--—— | the amount of SCARCE MATERIALS permis- 
MISCELLANEO sible in production of civilian articles are 
Paperboard, New Orders (st)t_______ } Nov. 11 199 321 182 165 beneil ty enanlel output in ame: een 
Hosiery Production (pairs)m________ | Sept. 165 187 156 150 laaks ore not edesteble to offsetting de- 
Footwear Production (pairsm_____ | Sept. ng = — — i work. In pri event, available sup- 
Motor Vehicles, Factory Sales—t_—. | Sept. tage “er ~ = lies of seh end- vodieate in civilian ae 
Whiskey, Domestic Sales (tax gals.)m | Sept. - . = “, hs will become a ressively smaller 
Do., Stocks, End Month___ Sept. 657 647 605 506 preg Y . 





cdib—Commerce Dept. (1935-9—100), u 


ended December 6. 


b—Billions. ch—Census Bureau. cd—Commerce Dept. 
using Labor Bureau and other data. e—Estimated. on—Engineering News-Record. I—S lly adj 
(1935-9—100). Ib.—Labor Bureau. Ib2—Labor Bureau (1926-100). Ib3—Labor Bureau (1935—100):lt—Long tons. m— Millions. ons~at mills, publishers, 
and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. pc—Per capita basis. 
rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment and charge accounts. st—Short tons. t—Thousands. *—1941: 


cd2—Commerce Dept., lly 


PH tad 


i monthly totals at annual rate, before taxes. 





ted index 





November, or week 
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Me. of 1950 Ind (Nov. 14 1936 Cl.—100) High low Nov.10__— Nov. 18 
Issues (1925 lose—100) High Low Nov.10 Nov. 18 | 100 HIGH PRICED STOCKS 103.42 85.27 101.26 103.42D 
325 COMBINED AVERAGE 166.1 134.7 162.2 —_-166,1D_| 100 LOW PRICED STOCKS 196.91 151.88 191.91 196.27, 

4 Agricultural Implements 233.3 180.7 222.6 230.2 5 Investment Trusts .. 1104.8 797.3 1056.2 1104. £D 
10 Aircraft (1927 Cl.—100) . 262.9 170.8 249.7 259.8 3 Liquor (1927 Cl.—100) 82.2 66.5 76.1 82.2D 
6 Air Lines (1934 Cl.—100) 538.3 450.3 501.8 507.7 11 Machinery 171.1 140.6 168.1 170.8 
7 Amusement . ee ree 104.4 78.0 90.8 90.9 3 Mail Order 133.0 99.6 126.6 131.9 
10 Automobile Accessories 241.7 195.6 229.3 227.0 3 Meat Packing 108.3 85.9 100.1 100.8 
12 Automobiles ....... 39.1 28.5 37.3 36.6 12 Metals, Miscellaneous 311.0 139.9 204.4 216.3D 
3 Baking (1926 Cl. —~100) . 23.3 19.0 20.6 20.1 MDI oscnch fac ecoedin cctavaciaces : 311.0 213.4 297.6 311.0Z 
‘3 Business Machines ....... 283.2 226.5 276.5 283.2B 30 Petroleum ............. baa 331.6 243.0 322.2 331.6Z 
2 Bus Lines (1926 Cl. —100) 176.6 145.9 165.2 163.1 21 Public Utilities ................ 153.7 127.7 136.1 136.1 
5 Chemicals ...... eid 320.1 256.4 304.8 320.1T 5 Radio & TV (1927 Cl.—100) 35.3 18.1 28.3 28.4 
3 Coal PAINE ...52.-50055..0.c5004c. 14.5 11.3 13.9 14.0 9 Railroad Equipment ...... 60.8 43.0 58.8 59.6 
4 Communication 2 , 64.1 41.9 61.1 61.4 FA WOO a. oknccc ces sccseseccees 33.4 22.3 31.6 33.4D 
DP (GORSUCHON: .65-.5-00a5scc.0oe0s 64.9 51.3 56.7 57.9 OIA oso ccs si cavasnns 37.2 30.7 35.1 36.1 
7 Containers ............... 366.5 282.1 347.6 354.1 3 Shipbuilding ............ 166.2 139.7 141.7 146.1 
9 Copper & Brass 120.5 80.3 116.4 120.5D 3 Sott Drinks ............... 391.6 295.9 307.4 316.6 
2 Dairy Products .............. 82.6 68.1 82.6R 82.6 15 Steel & Iron ............ 142.7 96.1 138.1 142.5 
5 Department Stores ..... 73.3 56.6 67.5 69.3 3 Sugar ... 65.5 48.7 62.0 65.5C 
6 Drugs & Toilet Articles ....... 20.1 170.2 203.9 211.1C 2 Sulphur .......... 421.8 301.6 397.0 421.82 
2 Finance Companies ........... 361.8 253.8 262.6 264.4 5 Textiles ........... 169.2 119.9 163.6 169.2B 
T EGON BLOOGS oyiccsicivessasssctescsses 187.2 162.0 181.8 181.5 3 Tires & Rubber 47.2 32.0 45.7 46.7 
2 Food Stores saccesigecsns’ LO 86.3 1140S 113.7 6 Tobacco ......... 88.2 77.3 84.2 85.4 
SD BORntS NR: 2352s ccscescatassectsse . 80.8 61.1 68.1 68.8 2 Variety Stores 352.3 313.2 326.8 322.4 
ARGONE AIO, occ se.5 nes cceas 753.5 509.7 571.3 575.1 19 Unclassified (1949 Cl.—100) 114.4 93.2 112.3 113.2 
New HIGH since: B—1948; C—1947; D—1946; R—1931; S—1930; T—1929; Z—New all-time HIGH. 
DECEMBER 2, 1950 241 




















Commodity indexes, spot and futures, advanced to new 
all-time highs during the fortnight ended November 18, 
though cash wheat, corn and sugar were off a little on the 
fortnight. Tin, after rising to $1.63 a pound, a new all-time 
high, dropped to $1.32—off 4% cents on the fortnight—on 
rumors that the R. F. C. might release some of the Govern- 
ment’s stockpile to ease the supply situation. Quicksilver ad- 
vanced sharply again, this time to $110 a flask of 76 pounds. 
It is expected that Italian offerings may be resumed soon 
after four-months’ withdrawal from the market. Trade authori- 
ties here say that re-sellers of the metal have several thousand 
flasks in stock here, mostly in bonded warehouses. Though 
zinc is still quoted officially at 17% cents a pound, sales are 
being made in the gray market at around 40 cents. Silk ad- 


vanced 5% on the fortnight, wool 8/2 cents a pound, hides 
6% and rubber 11%. Spot cotton advanced 7% to a new 
high since the Civil War. Cotton futures were the highest since 
1870, when trading in futures was first organized by the New 
ork Cotton Exchange. Since the end of February, the Govern- 
ment has sold about 6.5 million bales from its price-support 
holdings and probably now has less than 100,000 bales left. 
Shortages of labor and suitable seed may cause next year’s 
harvest to fall far short of the Government's 16-million-bale 
goal. The carryover from this year’s short crop will be too 
small to meet expanding foreign and domestic demand. Sens- 
ing the danger, the Government clamped on tight export 
controls as far back as October 10; but has since eased these 
twice under political pressure from the South. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 
Date 2 Wk. 1 Mo. 3 Mo. 6Mo. 1Yr. Dec. 6 
Nov.20 Ago Ago Ago Ago Ago 1941 
28 Basic Commodities ............ 348.1 339.9 331.7 313.9 260.3 249.1 156.9 


11 Imported Commodities .... 379.6 371.0 358.9 338.9 257.7 261.2 157.3 
17 Domestic Commodities ...... 329.1 321.2 315.2 298.9 261.9 241.5 156.6 


RAW MATERIALS SPOT INDEX 


AUG. SEPT. ocT. NOV. 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1950 1949 1947 1945 1941 1939 1938 1937 


ON. ccna 190.9 161.5 1640 95.8 58.7 783 658 93.8 
AERC ST 134.2 134.9 1264 93.6 743 616 57.5 64.7 
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Date 2 Wk. 1Mo. 3 Mo. 6Mo. 1Yr. Dec. 6 
Nov.20 Ago Ago Ago Ago Ago 1941 








7 Domestic Agriculture ....... 360.9 354.7 348.8 354.9 326.6 290.1 163.9 
12 Foodstufs 2... cen 362.5 356.3 353.4 366.0 332.5 300.2 169.2 
16 Raw Industrials ........... 340.3 332.9 319.4 292.8 232.9 222.9 148.2 
COMMODITY FUTURES INDEX 
AUG. SEPT. Oct. NOV. 
200 ] | 
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Average 1924-26 equals 100 

1950 1949 1947 1945 1941 1939 1938 1937 
sh 195.3 146.2 184.4 111.7 889 67.9 57.7 86.6 
oe erent 140.8 128.6 123.0 986 58.2 489 47.3 54.6 
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Keeping Abreast of Industrial 





+ and Company a 


A revolutionary new type of motor vehicle which 
may be operated as either passenger bus or cargo 
truck, or as a combination bus-truck, has been an- 
nounced by Twin Coach Company. Known as the 
Twin Coach “Convertible,” this interesting carrier 
can function in any of the three indicated ways at 
a moment’s notice. Quickly removable seats or 
freight compartment partitions, plus large rear 
doors make the feat possible. This new vehicle fills 
a long existent need for an intercity bus handling 
both passengers and freight or for use as a high 
speed military transport, a highway post office or 
for dual operations in an industrial plant. This is 
the third major development by Twin Coach this 
year, resulting in an increased backlog of $12 million. 


The world’s largest telephone set manufacturing 
plant, capable of producing more units annually than 
all the telephones presently in operation in France 
or Canada, has just been placed in operation by the 
Western Electric Company. Located on a 133 acre 
tract in Indianapolis, the new plant covers nearly 
twenty acres and will employ about 6,000 men and 
women. There are now more than 34.7 million Bell 
System telephones in operation, nearly 2 million 
more than a year ago, and this plant will be the only 
source of new sets. The new facility will provide 
space for parking 2450 automobiles, while for em- 
ployee recreation an athletic field with two soft ball 
diamonds, badminton, volley ball and _ basketball 
courts will be provided. Three modern cafeterias 
seating 1540 persons have been installed in the main 
building, together with a completely equipped first 
aid hospital. 


United States Rubber Company has developed the 
world’s largest “garden hose” to water pineapples 
in Hawaii. The hose is four inches in diameter, is 
800 feet long and will carry more than 700 gallons 
of water per minute. A hose reel 8 feet in diameter 
is provided. In conjunction with a mobile spray rig, 
the hose will help irrigate the 14,000 acre pineapple 
plantation of the Dole Hawaiian Pineapple Com- 
pany on the island of Lanai. Two 50 foot spray 
booms extend out over the crop rows and water the 
plants at a rate of about 12 acres per eight hour 
shift. The hose is connected with a pipe line, and 
the huge reel mounted an a truck is operated by 
a hydraulic motor. 


_ Already a leader in the gas appliance field with 
its complete line of water heaters and heating equip- 
ment, Rheem Manufacturing Company is preparing 
to produce and market a new gas-absorption type 
of household refrigerator. This appliance was de- 
veloped by Clayton and Lambert Manufacturing 
Company and will be made by Rheem under an ex- 
clusive contract concluded between the two com- 
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panies, using the Rheem name. The decision to 
produce this completely new refrigerator was based 
on strong faith in the future of gas as the popular 
household fuel. 


The directors and management of Radio-Keith- 
Orpheum Corporation have recently taken various 
steps towards consummation of the reorganization 
plan authorized by the stockholders, by which the 
theatre operating division would be separated from 
the motion picture producing and distribution busi- 
ness. Two new parent corporations, RKO Picture 
Corporation and RKO Theatres Corporation, have 
been organized in Delaware. Their stocks will be 
delivered to RKO stockholders in exchange for pres- 
ent holdings and application has been made for their 
listing on the New York Stock Exchange. As of 
December 31, 1950, the program should be com- 
pleted. 


At least one manufacturer finds it pays well to 
keep its factory floors clean. Dust on the floors of 
W. A. Sheaffer Pen Company’s factory in Iowa is 
worth about $100,000 annually. This windfall is the 
estimated value of 14 karat gold liberated in grind- 
ing gold points for fountain pens. 


For the third time in the current year, Radio 
Corporation of America has opened a new radio- 
teleprinter service from the United States to 
Europe. The latest circuit placed in operation makes 
confidential, written record communications pos- 
sible from this side of the Atlantic Ocean to West- 
ern Germany, following previous hook-ups with the 
Netherlands from Washington and New York in the 
past few months. This efficient service is known 
os “Tea. 


No railroad in the United States or Canada is 
now in physical condition superior to the Pere 
Marquette, claims a spokesman for the Chesapeake 
and Ohio Railway, with whom PM was merged about 
three years ago. Since 1947, C & O has spent $263 
million on new rolling stock, locomotives, tracks, 
roadbed, piers and other facilities, much of which 
has benefitted Pere Marquette. The two systems 
complement each other, PM being a major hauler 
of manufactured goods and automobiles, with C & O 
operating as a major bulk coal hauler. 


National Gypsum Company has not been deterred 
by the prospective decline in home building from 
planning further plant expansion. In Oklahoma the 
company will construct a $4 million facility to manu- 
facture paper for use in paperboard. When this new 
plant is completed towards the end of 1951, it will 
provide employment for about 200 persons and 
largely increase National Gypsum supply of essen- 
tial materials. 
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In Utica, N. Y., General Electric Company will 
reopen a former radio tube plant and convert it for 
the manufacture of emergency radio Communica- 
tions equipment. Dr. W. R. G. Baker, G-E vice presi- 
dent, states that awhile he has neither information 
nor the inclination to predict when if ever an enemy 
might attack us, bombing attempts on our manu- 
facturing and civilian centers would be not only 
possible but probable in any future war. The nerve 
system of civil defense is communications, and the 
idea would be to provide emergency communications 
equipment ready to operate if normal telephone and 
radio facilities were disrupted. The new plant is 
expected to be in full operation by next June, em- 
ploying about 425 persons. 


So much publicity of late has been given to mod- 
ernized hearing devices that a related field has been 
overlooked until recently. Sigma Sales Corporation 
has come to the fore with an ear instrument designed 
to restrict loud sounds from becoming troublesome, 
although conversational tones can still be readily 
heard. Designated the “Lee Ear-Valv,” this device 
is definitely a sound filter rather than an ear plug. 
The harmful effect of sudden blast-type noises or 
explosions is eliminated without impairing regular 
conversation. The valve has been successfully tested 
by many agencies of the Government, and is now 
being used at several ordnance and testing grounds. 
The simple device, with no wires or batteries, should 
prove a great aid to combat troops exposed to artil- 
lery concussion or the general noise of battle, espe- 
cially as spoken or telephone orders can be received 
as usual. A number of industrial customers have also 
found value in the valve. 


A giant fire killer has been developed by Ameri- 
can-LaFrance-Foamite Corporation that may make 
incidents of industrial blazes which otherwise might 
become disastrous conflagrations. This largest avail- 
able extinguisher is mounted on wheels and is power 
packed with 350 pounds of dry chemical compounds 
discharged under heavy pressure by the use of dry 
nitrogen. The fire smothering action of this deadly 
discharge is sensational and its blanketing cloud that 
is heavier than air quickly extinguishes very hot 
blazes that at first seem too big to control. In a 
few seconds a 50 foot one inch hose can be uncoiled, 
from the nozzle of which a further effective range 
of up to 25 feet can be established. Steady pressure 
is automatically maintained at all times. 


Granite City Steel Company seemingly is not rest- 
ing content with having increased its ingot capacity 
from 35,000 tons monthly to 60,000 tons in postwar, 
or with a further substantial increase in near term 
months. Now it has under consideration plans that 
would double capacity to around 1.2 million tons 
annually. Present and potential demand for the 
company’s output in the midwest territory is of 
such proportions as to engender confidence in out- 
lays of around $50 million for increased production, 
although more than $30 million has already been 
spent or earmarked for this purpose within a five 
vear period. The large scale improvement plavr 
presently envisaged would include construction of 
additional open hearth facilities, slab furnaces, a 
blooming mill, soaking pits, etc., all with the most 
modern equipment. 


A ten acre tract has been leased by International 
Harvester Company in New Orleans, on which a new 
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twine mill will be constructed. Together with an 
office building, these additional facilities will cost 
about $2 million. Upon completion, jobs will be pro- 
vided for at least 750 workers, mainly stemming 
from the local supply. Why the land was leased 
rather than purchased is explained by the fact that 
the property is owned by the State of Louisiana 
and controlled by the board of commissioners of the 
Port of New Orleans, and adjoins several public 
warehouses, grain elevators and the like. Combined 
rail and water transportation, plus an assured power 
supply, made the choice of location logical. 


“Frozen assets” of an unusual kind—petroleum 
products rather than crude oil—now fill many long 
pipelines, according to Socony-Vacuum Oil Com. 
pany. Although for 80 years past, crude oil has 
flowed through pipes, it has been for only about 20 
years that the lines have transported gasoline and 
other petroleum products. As the only way these 
products can be moved is by putting in still more 
at the originating end, the amount in transit on 
long lines is very substantial. The company points 
out that with 2300 miles of pipeline devoted to petro- 
leum products alone, as distinguished from crude 
oil, 1.3 million barrels of products remain in the 
lines at all times. Of 156,000 miles of pipeline now 
operated by the entire industry, more than 20,000 
miles are now devoted to products alone. 


E. I. du Pont de Nemours and Company announce 
that another important medical use has been found 
for nylon plastic. Filtering for removal of all clots 
is of primary importance in administering blood or 
plasma. Nylon monofilaments, or solid strands of 
the plastic, have been found highly effective in the 
first triple filter to be designed, a product of Cutter 
Laboratories. The nylon is non-toxic, non-absorbent, 
has excellent chemical stability and withstands 
steam sterilization, among numerous qualities, be- 
sides being of relatively small cost. In this new set 
blood flows through a slotted strainer at the top of 
the cylinder and then through two nylon filters of 
progressively finer mesh. 


The Westinghouse Electric Appliance Division has 
announced nine 1951 model electric refrigerators 
and five electric range models, and has also reported 
the highest production and sales volume in history. 
Unit production of the division’s plants in Mansfield, 
Ohio, and Springfield, Mass., has totaled 3,297,752. 
While the extent of 1951 production is quite uncer- 
tain, because of raw material problems, Westing- 
house plans the most intensive advertising and sales 
promotion campaign that the division has ever 
undertaken. 


For several years past, Clark Equipment Company 
has contemplated the addition of powered hand 
trucks to its expanding line of fork-lift trucks and 
towing tractors, but actual production was with- 
held to study their market potenials, and to ascer- 
tain just what was needed. After several years of 
study, the company has now introduced powered 
hand trucks designed to promote the efficiency of 
numerous businesses such as print shops, supermar- 
kets and retail stores. These relatively small carriers 
have an exceptionally short turning radius and are 
offered with either gas or electric power. Extra 
large batteries are provided for the electric model, 
while the gas driven model has a unique feature in 
operating a hydraulic pump and motor. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





American Tobacco Company 


“I have been a subscriber to your pub- 
lication for 15 years and find it very in- 
formative and profitable. I would be 
pleased to receive information in regard 
to American Tobacco Company with lat— 
est sales and earnings figures.” 

E. N., Cleveland, Ohio 


American Tobacco Company 
had a larger net income and in- 
creased dollar and unit sales in 
the third quarter this year than in 
the like period of 1949. 

Estimated net income for the 
quarter ended September 30, 1950, 
subject to year-end adjustments 
and audit was $13,684,000, equal 
after allowing for dividend re- 
quirements on the preferred stock 
to $2.40 a common share. Net for 
the quarter before adjustments 
for increased Federal taxes was 
$2.58 a share. 

In the third quarter of 1949 net 
income was $12,053,000, or $2.09 
a common share. 

Sales for the September quarter 
this year totaled $236,529,000, 
compared with $230,637,000 in the 
same period a year ago. 

Net income for the nine months 
ended September 30, 1950, after 
allowing for dividend require- 
ments on the preferred stock, was 
equal to $5.31 per common share 
after tax adjustments and to $5.72 
a common share before adjust- 
ments. In the like 1949 month net 
was equal to $5.98 a common 
share. 

Sales for the first nine months 
of 1950 were $645,868,000 com- 
pared with $650,616,000 in the 
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like year ago period. 

For the fiscal year ended 
December 31, 1949 net sales were 
$858,996,089, net income was 
$45,675,154, equal to $7.90 per 
share. 

Dividends of $4.00 per share 
were paid in 1949 and in 1950. 

Current assets as of December 
31, 1949 were $583,761.695, cur- 
rent liabilities were $132,931,653 
leaving net working capital of 
$450,830,042. 


Borg-Warner Corporation 


“Please let me know what principal 
products Borg-Warner Company manu- 
factures and also outlook for the com- 
pany over coming months. 


B. E., Davenport, Iowa 


Borg-Warner Corporation is a 
leading producer of automotive 
parts, including transmissions, 
clutches, carburetors, universal 
joints and radiators. Broad diver- 
sification is achieved by output of 
electric ranges, Norge refrigera- 
tors, washers and ironers, air- 
conditioning equipment and air- 
craft accessories. 

Consolidated net sales for the 
first nine months of 1950 to Sep- 
tember 30, were $243,713,151, net 
profit was $23,715,259, equal to 
$9.95 per common share. This 
compared with first nine months 
of 1949 net sales of $212,397,930, 
net profit of $15,132,483, equal to 
$6.27 per common share. 

Consolidated balance sheet as 
of September 30, 1950 showed 
total current assets of $146,338,- 
595 which included cash and U. S. 





Government securities of $80,- 
805,328, total current liabilities of 
$48,436,734 with net current as- 
sets of $97,901,861. 

Dividends including extras 
totaled $5.50 a share in 1949 and 
$7.00 has been declared this year. 


The company’s potentials in the 
automotive field have been consid- 
erably enhanced by the develop- 
ment of a new automatic transmis- 
sion already in production and 
used by some leading car manu- 
facturers. Company’s financial 
position is sound and its working 
capital has risen substantially 
over a period of vears. The diver- 
sified nature of the company’s 
business enhances the outlook 
over coming months and for a 
longer period. 


Columbia Broadcasting System 


“With the increased expansion of 
television I have been wondering how 
Columbia Broadcasting System’s opera- 
tions this year have fared. Please fur- 
nish latest figures and dividends for 
the year.” 

P. G., Cumberland, Maryland 


The Columbia Broadcasting 
System and its domestic subsidi- 
aries reported for the first nine 
months of 1950 a net income of 
$3,110,783, compared with $2,- 
003,812 for the same period a 
year ago. 

The earnings are computed 
after all charges and are equal to 
$1.81 a share on the 1,717,352 
shares of $2.50 per stock out- 
standing, while the net for the 
1949 period was equal to $1.17 
a share. 

Provision of $3,190,000 for Fed- 
eral income taxes this year has 
been adjusted to reflect the in- 
creased rates provided by the 
Revenue Act of 1950 enacted in 
September. Provision for taxes a 
year ago amounted to $1,800,000. 

Gross income for the 39 weeks 
ended September 30, increased to 
$85,946,982 from $74,607,071 for 
the 39 weeks ended on October 
31, 1949. Earnings before Federal 
taxes were almost double those of 


245 








a year ago, at $6,300,783, against 
$3,803,812. 

Columbia Broadcasting Sys- 
tem’s color video is expected to 
start in the near future. Adapters 
are needed by present set holders. 
Public reception of the new CBS 
color television system has been 
favorable and this has enhanced 
earnings outlook over coming 
months. 

Dividends on the Class A and 
Class B stocks were $1.40 each in 
1949 and 40c quarterly has been 
paid in 1950. 

Management is progressive and 
capable and the further expan- 
sion of television broadcasting 
lends speculative attraction to this 
issue. 

Earnings for the fiscal year 
ended December 31, 1949 were 
$2.44 per share on the Class A 
and Class B stocks and this com- 
pared with $2.94 per share on 
each of the stocks in the preced- 
ing year. Latest balance sheet 
figures indicate a sound financial 
position. 


Southern Natural Gas Company 


“IT know the natural gas industry is 
a growth industry and I hear that 
Southern Natural Gas Company’s rev- 
enues have been increasing. Is there 
any special reason for this?” 

F. J., Lexington, Kentucky 


Southern Natural Gas Company 
and subsidiaries report for the 
twelve months ended September 
80, 1950 consolidated gross reven- 
ues of $35,658,093. This is an in- 
crease of $4,717,999, or 15%, over 
the $30,940,094 reported for the 
preceding twelve months. 

The gains represent the bene- 
fits both of continuing improve- 
ment in business activity through- 
out the area served and of the 
approximately 7.8 billion cubic 
feet of gas supplied with Gadsden 
plant of Alabama Power Com- 
pany, under contract which went 
into effect about a year ago. 

The revenue gains far exceeded 
the increase in taxes, gas purchase 
costs (attributable chiefly to the 
larger volume of business) and 
other operating expenses. As a 
result consolidated net income for 
the September twelve months rose 
sharply to $6,015,506. This was 
equal to $3.87 for each of the 1,- 
555,459 common shares outstand- 
ing and it represented a gain of 
87c a share over the $3.00 a share 
earned for the preceding twelve 
months. 

The earnings, as reported, are 
after adjusting Federal income 
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taxes upward to 42% from Janu- 
ary 1, 1950. 

On a parent company basis 
alone, Southern Natural Gas Com- 
pany earned net income of $5,- 
356,169, or $3.44 a common share 
in the twelve months ended Sep- 
tember 30, 1950, compared with 
$4,308,597 or $2.77 a share for the 
preceding twelve months. 

Dividends in 1949 totaled $2.00 
per share and recently the quar- 
terly dividend was increased to 
5714c per share. 

This important factor in the 
natural gas industry offers furth- 
er growth prospects. 


Ferro Enamel Corporation 


“Has Ferro Enamel received any de- 
fense orders? and please report recent 
earnings and prospects over coming 
months.” 


R. S., Charleston, South Carolina 


For the first nine months of 
1950, sales of Ferro Enamel total- 
ed $25,000,000 and by the year- 
end are expected to reach $30 mil- 
lion. This would compare with 
sales of $24,660,998 in all of 1949. 

Consolidated net profit for the 
first nine months of 1950 was 
equal to $3.96 a share, after taxes 
at the new 42% rate. This com- 
pares with $1.03 a share in the 
first three quarters of last year. 


On the basis of the $30 million 
sales estimate for 1950, earnings 
are expected to reach about $5.00 
a share on the increased number 
of shares resulting from the 10% 
stock dividend payable November 
18. This would compare with $2.33 
a share in 1949 on the number of 
shares outstanding at that time. 
In 1949 currency devaluation re- 
duced consolidated profits by 
about $1.00 a share. 

Dividends from foreign subsi- 
diaries will total about $300,000 
this year compared with about 
$200,000 a year ago and $100,000 
in 1948. 

Increased uses for portland 
enamel and several new products 
that have been developed by the 
company are expectd to increase 
sales substantially in coming 
years. 

Some defense work has been re- 
ceived but so far this has been 
minor, but future orders are ex- 
pected to offset any possible de- 
cline in civilian production. 

Dividends in 1949 were $1.40 
per share and $1.45 has been de- 
clared this year. 

Capitalization consists of long- 
term debt of $4,026,439; and 448,- 


542 shares of common stock out- 
standing. 

Consolidated balance sheet as 
of December 31, 1949 reported 
total current assets of $10,695,- 
059, total current liabilities of 
$3,471,995, leaving net working 
capital of $7,224,064. 


Eversharp, Inc. 


“Please advise whether Eversharp 
Company’s sales volume and earnings 
are on a rising trend and also dividend 
payments for the year.” 


C. I., Akron, Ohio 


Eversharp’s sales for the first 
six months of the fiscal year, 
March 1 to August 31, 1950, were 
$9,279,481, as contrasted with $7,- 
570,709 for the corresponding 
period of the preceding year. Net 
earnings were $1,106,319, as com- 
pared with $913,088 for the cor- 
responding period in the prior 
year. 

The sales figure represents an 
increase of more than 22% and 
the earnings an increase of 21%. 
During the six months, Ever- 
sharp’s advertising and sales pro- 
motion expenditures increased 
$510,000 over such expenditures 
in the corresponding period a year 
before. 

After giving effect to Federal 
taxes and the payment of the 
regular dividend on the preferred 
stock, the latest six months’ earn- 
ings were equivalent to $1.14 a 
share on the 941,689 shares of 
common stock outstanding. The 
company earned 93c a share on 
the same number of shares in the 
corresponding six months of the 
preceding year. 

Both divisions of the company, 
the Writing Instrument and Shav- 
ing Instrument, showed substan- 
tial increases in sales and both 
made a profit on their operations. 
During the six months period 
many accounts were reactivated 
and new accounts opened. Almost 
214 million of the new 98c razor 
kits were disposed of. This distri- 
bution should result in substan- 
tial future blade sales. 

Company paid two dividends of 
25c each on the common stock, on 
May 15, and August 1, 1950 and 
another dividend of 25¢c a share 
was paid on November 1, bring- 
ing total disbursements for the 
year of 75c per share. No divi- 
dends were paid in 1949. 

Earnings for the fiscal year 
ended February 28, 1950 were 
$1.90 a share, compared with 72c 
in the preceding year. 
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Interpretation of Political 
and Economic Developments 
Around The World 





(Continued from page 224) 


years of communism which liqui- 
dated over 95% of private enter- 
prises and which concentrated on 
a perfectly absurd industrializa- 
tion plan calling for the five-fold 
expansion of industrial produc- 
tion, the quadrupling of electrical 
power output, and the building of 
new railroads and _ highways, 
there is nothing left in the way of 
consumer goods. As a group, the 
Yugoslavs are just as sorry a lot 
as any of the peoples behind the 
Iron Curtain. 

The defiance of the Kremlin by 
Marshall Tito was probably one 
of the most serious postwar blows 
suffered by Russia. The Soviet 
Empire was denied access to the 
Adriatic, and the pressure on 
Italy, always a weak link, was 
thereby eased. Hence, to keep 
Yugoslavia out of the Kremlin’s 
hands is worth 20 to 30 divisions. 
But it would be foolish to think 
that communism as an economic 
policy will be relaxed in Yugo- 
slavia. 

There has been too much 
“scrambling” and, under the cir- 
cumstances, the former owners do 
not have a ghost of a chance to 
get their property back. Militarily 
the Yugoslav position has deterio- 
rated. Most of the equipment is of 
Russian make and in bad need of 
repair. And there is no money 
either to manufacture armaments 
at home or to buy them abroad. If 
we want to keep Yugoslavia away 
from Russia, we might as well get 
used to it that, though a commu- 
nist state, the country will con- 
tinue to require all kinds of loans 
and grants from us. 





Dixie Cup vs. Lily-Tulip Cup 
A Comparative Study 
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operating margins because of in- 
sufficient data, but in the 12 
months period ended September 
30, the net profit margin of Dixie 
Cup narrowed to 6.9%, while 
based on nine months operations 
that of Lily-Tulip widened to 
8.5%. Too much reliability, 
though, cannot be accorded these 
ratios, because they cover periods 
different in length, and are dis- 
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torted by varying provisions 
for contingencies, possible excess 
profits taxes and other factors not 
clearly discernible. When the an- 
nual reports appear, the true pic- 
ture will take form, and it may 
look somewhat different in the fi- 
nal analysis. 

Since 1940, the dividend poli- 
cies of both of these vigorously 
growing concerns have been very 
conservative. On the average for 
ten years, Dixie Cup has distrib- 
uted to common stockholders a 
little less than 20% of net earn- 
ings, while Lily-Tulip Cup was 
only slightly more generous in 
paying out about 30% of net. The 
large portion of earnings retained 
in the business for working capi- 
tal, expansion and modernization 
of course is now beginning to bear 
fruit in the way of enlarged sales 
and earnings. Dividends paid by 
Dixie Cup slowly rose from 50 
cents a share in 1940 to $1.1214 
in 1949, while those of Lily-Tulip 
in the same span advanced from 
$1.20 to $2 per share (unadjusted 
for stock dividend). 

Despite sharply higher earnings 
in the current year, the directors 
of Dixie Cup held the quarterly 
dividend rate to 3714 cents per 
share through September but dis- 
played a little more liberality by 
declaring a dividend of 50 cents 
payable December 8. Lily-Tulip 
directors were slightly less cau- 
tious in paying 6214 cents a share 
on June 15 compared with 50 
cents in the March quarter, and 
after announcing the 75°% stock 
dividend distributed in July paid 
45 cents on the inereased stock in 
September, equivalent to about 77 
cents on the number of shares pre- 
viously outstanding. In the cur- 
rent quarter 50 cents will be paid. 

Based on indicated net earnings 
and dividends for 1950, Dixie Cup 
seems likely to pay out about 17% 
of this year’s record profits, while 
despite increased generosity, Lily- 
Tulip Cup may distribute less 
than 24% of net, although final 
quarter dividends at this writing 
have not been declared by this lat- 
ter concern. Both companies en- 
joy such strong finances that un- 
less they plan to expand next year 
on a very substantial scale or ex- 
pect their volume to increase 
measurably, they could easily af- 
ford to distribute a much more 
substantial portion of annual 
earnings. 

The cushion against prospec- 
tive excess profits taxes or higher 
income tax rate is so substantial, 


that these potentially adverse fac- 
tors might be minimized. Ex- 
cept for undpredictable summer 
weather next year and a possi- 
bility that current high level sales 
are abnormal, there is little to sug- 
gest any diminution in demand 
for the popular products of these 
two dynamic companies. Long es- 
tablished supply sources should 
continue to provide ample raw 
materials. 

Since both the long term and 
postwar records of Dixie Cup and 
Lily-Tulip Cup have remarkably 
similar characteristics, and they 
have forged ahead “neck and 
neck” in quite a long race, there 
seems little choice in the respec- 
tive merits of their shares. Both 
concerns represent a vigorously 
growing industry that seemingly 
has far from reached maturity, 
and in which they have success- 
fully met increasing competition. 

Marketwise, the equities of the 
two companies have quite strongly 
reflected their improved earnings 
in the current year, as well asa 
wider recognition of their inher- 
ent values. A recent price of 4514 
for Dixie Cup common compares 
with a 1950 low of 35, while Lily- 
Tulip shares (adjusted) have 
risen from 29 to 4334, at a sharper 
rate of advance. At recent prices, 
though, Dixie Cup shares sell at 
only 4.6 times estimated 1950 
earnings, and Lily-Tulip cup 5.1 
times, indicating caution lest cur- 
rent high level profits may recede. 
On the other hand, meager yields 
of 3.5% and 4.6%, respectively, 
reflect confidence in continued 
basic growth and ultimate higher 
dividend income. 

While the equities we have dis- 
cussed deserve consideration by 
investors seeking sound growth 
situations, it should be realized 
that the relatively small stature 
of these two companies and their 
limited number of present stock- 
holders tends to create a rather 
thin market for their shares. 
Strangely enough, the number of 
common. stockholders in both 
Dixie Cup and Lily-Tulip Cup at 
the end of 1949 was an approxi- 
mate 1700 in each case. 





Opportunities in Laggards 





(Continued from page 227) 


ended August 31 came to $3.42 
compared with a deficit of 83c for 
last year’s comparable period. 
Full year net could be in the 
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INVESTORS 
PDQ DIVIDEND INDICATOR 


A time saving 3 x 5 pocket chart. Pre- 
figures returns on dividend paying 
stocks. Chart reveals yield of 4% to 10% 
on market price $4.00 to $200.00, pay- 
ing dividends 40c to $8.00 per share. 
A must for stock traders. Price $1.00. 


Thomas Pub. Co. 


Box 190 Batavia, New York 
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INTERLAKE IRON 
CORPORATION 
Dividend No. 26 Nov. 9, 1950 


The Board of Directors has 
this daydeclared a dividend 
of seventy-five cents (75¢) 
er share on the outstand- 
ingsharesofcommonstock 
without par value of this 
Corporation, payable De- 
cember 18, 1950, to stock- 
holders of record at the 
close of business Decem- 
ber 1, 1950. The transfer 
books do not close. Checks 
will be mailed. 
J.P.FAGAN 
Vice President and Treasurer 


























TEXAS GULF SULPHUR COMPANY 


> The Board of Directors has declared a divi- 
dend of $1.00 per share and an additional 
dividend of 75 cents per share on the Com- 
pany’s capital stock, payable December 15, 
1950, to stockholders of record at the close 
of business November 27, 1950. 


RICHARD T. FLEMING, 


Secretary 











The New, Completely Revised 
NOVEMBER Edition of 


GRAPHIC STOCKS 


is now available 
Traders cannot afford to be 
without these 


964 CHARTS 


The most comprehensive book of Stock 
Charts ever published ... It shows 

e Monthly Highs and Lows 

e Annual Earnings 

e Annual Dividends 

e Latest Capitalizations 

e Monthly Volume of Shares 

e Stock Splits — Mergers — etc. 
for nearly twelve years, of virtually every 
stock actively traded on the New York 
Stock and Curb Exchanges to November 1, 
1950. (See the seven charts in this issue, 
on pages 228, 229, 230, made by us for 
The Magazine of Wall Street.) 


ALSO—Included are 42 Group Averages 
printed on transparent paper, and the 
three Dow-Jones Averages for 25 years 
from January 1926. 


SEND YOUR ORDER TODAY 
for prompt delivery. 


SINGLE COPY (Spiral Bound).............$10.00 
Yearly (6 Revised Issues).................. 50.00 


F. W. STEPHENS 
15 William St., New York 5 
Tel.: HA 2-4848 
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neighborhood of $5 a share, con- 
sidering that in the August quar- 
ter alone, $2.11 was earned. 

Profits of this copper and brass 
fabricator have been more stable 
than those of the industry as a 
whole because most of its diversi- 
fied output consists of wholly fab- 
ricated products. Chief outlets are 
the plumbing and heating, refrig- 
eration, air-conditioning and auto- 
motive industries. This explains 
the sharp pick-up in earnings this 
year; all these client industries 
have been booming. While their 
boom is now likely to recede be- 
cause of credit and other restric- 
tions, there should be a strong 
compensatory demand by defense 
industries which indicates that 
Mueller Brass should do relatively 
well in a semi-war economy. 

Only uncertainties are the pos- 
sibility of a price roll-back for 
metals which might again cause 
inventory losses; but this is a 
highly controversial question. An- 
other is the extent to which sales 
might temporarily suffer because 
of falling demand of regular cli- 
ent industries until priority or- 
ders can take their place. At 
worst, this will be a temporary 
factor. Earnings during the last 
war have been high despite stiff 
taxes. They should be satisfactory 
under any foreseeable conditions, 
leading to dividend improvement. 
The present quarterly 25c pay- 
ments yield 5.6%. In view of 
indicated potentials, the stock ap- 
pears reasonably priced and 
should do better under propitious 
market conditions. 


Colorado Fuel & Iron, despite 
the company’s improved position, 
remains a highly speculative issue 
with conversion of the preferred 
stock a potential diluting factor, 
but the earnings outlook under 
foreseeable conditions is quite 
bright. For this reason no doubt 
the common, now around 18, has 
made considerable progress in 
closing the gap between the 1946 
high of 2334. This year’s low was 
1134 and last vear’s 81% (ad- 
justed). 

Profits rose from $5.04 a com- 
mon share in fiscal 1948 to $8.46 
in fiscal 1949, but dropped to 
$3.30 in fiscal 1950 ending June 
30— mainly reflecting the steel 
strike in October-November 1949. 
Indicative of current operations is 
the September quarter report 
which shows per share net of 
$1.63 compared with 90c in the 
same period a year ago. It stands 
to reason that in a defense econ- 
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omy, the company will continue 
to operate at a high level. 

A 25% stock dividend was paid 
November 1 and 1950 cash divi- 
dends totalled $1.3714. The shares 
are currently on a quarterly 3714 
cents basis which should be at 
least maintained ; on that basis the 
yield figures at 8.3%. 

Despite the satisfactory out- 
look, the stock has not been able 
to hold near the year’s high of 
2314, with declaration of the 25% 
stock dividend probably the prin- 
cipal reason because of the dilu- 
tion factor involved. But with an- 
nual per share profits of around 
$7 indicated despite higher taxes. 
earning power in the future 
eventually may well be capitalized 
at a higher market price. Because 
of this, we think the stock has 
speculative appeal. The company 
enjoys a relatively favorable tax 
position. 


Burroughs Adding Machine 


Burroughs Adding Machine Co. 
is one of the leading manufactur- 
ers of office equipment with an un- 
interrupted dividend record going 
back to 1895, but lagging earning 
power has been holding the stock 
back in the recent past. Presently 
selling around 14 or some eight 
points below the 1946 high, the 
stock on this year’s dividend pay- 
ments (four quarterlies of 20c 
and an extra of 10c) yields 6.6%. 
The 1950 low was 1234. 

For the first nine months of this 
year, per share net was 9lc com- 
pared with $1.20 last year. There- 
of, 41c were earned during the 
third quarter as against 25c in 
the second quarter. First half 
earnings were adversely affected 
by special production, develop- 
ment and research charges. Larg- 
er output since suggests an in- 
crease in future profits as already 
illustrated by third quarter re- 
sults. Full 1950 net should be 
around $1.25 a share, permitting 
maintenance of regular dividends 
despite the relatively narrow cov- 
erage. 

After satisfaction of war-de- 
ferred demand, the office equip- 
ment business had become in- 
creasingly competitive to the 
detriment of profit margins and 
this of course has affected the 
earnings trend generally. More re- 
cently, Burroughs order backlog 
has again risen, requiring a step- 
ping up of production schedules. 
Margins should improve some- 
what, reflecting price increases 
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and larger operations. While arm- 
ament business for the industry 
has so far been small, Govern- 
ment purchases of office machines 
have risen. Burroughs should 
profit from this prooprtionately, 
with earnings relatively well 
maintained around recent levels, 
if not better. 

Steel shortages could cut sales 
somewhat in early 1951 unless de- 
fense business provides an offset. 
Chief retarding factor has been 
high operating expenses and high 
overhead, apart from the special 
outlays previously mentioned. 
These can only be compensated 
for by larger volume, and while 
the latter is rising, it remains to 
be seen to what extent it can pro- 
vide an offset. This refers particu- 
larly also to foreign operations 
which are important to Bur- 
roughs. Past outlays to provide 
new and larger facilities abroad 
may show no quick return but 
eventually should pay off. 

Meanwhile the outlook points at 
best to no more than moderate 
earnings improvement over the 
short term, though increased op- 
erating efficiency and more ag- 
gressive merchandising favor 
longer term prospects. Because of 
this we anticipate continued sub- 
dued market action of the stock 
in the months ahead. 

United Shoe Machinery set a 
1946 high of 84% but currently 
is quoted at less than half of that 
-around 41, close to the 1949-50 
low of 40 and twelve points under 
the high of 521% for the same 
period. One factor was earnings 
which in fiscal 1949 had dropped 
to $2.56 a share from $3.16 in 
1948. More recently there has 
been a moderate improvement re- 
flected in per share net of $2.75 
for the vear ended February 28, 
1950. The uptrend appears to be 
continuing as evidenced by rising 
operating revenues for the May 
and August quarter, in the latter 
amounting to $19.4 million com- 
pared with $16.6 million the year 
before. Revenues are linked to 
fluctuations in shoe production 
and since output is on the uptrend, 
profits for fiscal 1951 could read- 
ily come to around $3 or better. 

Another factor affecting senti- 
ment towards the stock has doubt- 
less been the Government’s anti- 
trust suit filed in 1947 and pre- 
sented to the Boston courts in 
June 1950. The suit seeks to force 
the company to sell some of its 
properties and to make patents 
available to others. While this ac- 
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tion may be protracted and the 
outcome is uncertain, it probably 
had a retarding effect on the 
stock. 

The company is the largest 
maker of machinery for the pro- 
duction of footwear, with ma- 
chines both leased and sold. Its 
relatively stable earnings record 
and consistently liberal dividend 
record impart the stock a measure 
of investment appeal. At the quar- 
terly rate of 6214, annual divi- 
dends amount to $2.50 a share, 
making the yield somewhat better 
than 6%. 

On this basis, the stock is not 
without attraction. In view of 


improving earnings, a moderate 


increase in the dividend is not 
impossible as the company has 
always paid out a high percentage 
of profits. In 1949, $2.87 a share 
was paid out of net profits of 
$3.15, and in 1947, $3.50 out of 
$3.62. The adverse potentialities 
implicit in the anti-trust suit may 
however militate against more 
vigorous market action of the 
stock though management be- 
lieves that the ultimate outcome 
should not be unfavorable to the 
corporation or its business. 

The foregoing studies have at- 
tempted to analyze the basic con- 
ditions which conceivably might 
strengthen the future market po- 
tentials of the stocks discussed. 
What can not be foreseen is of 
course to what extent future gen- 
eral market conditions will mili- 
tate against price improvement, 
for in a declining market phase, 
all stocks including laggards are 
affected though the latter usually 
less so than the popular “high 
flyers.” Full realization of poten- 
tials for price improvement thus 
depends in no small degree on the 
course of the general market. 





Re-Appraisal of the 
Shoe Industry 
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impact of increased taxes, so that 
net earnings may exceed the $4.84 
per share reported in fiscal 1949. 

In reflection of improved oper- 
ations this year, the company has 
progressively raised quarterly 
dividends from 40 cents in March 
and 50 cents in June to 60 cents 
payable December 1. Brown Shoe 
Company has had broad experi- 
ence in handling military orders 
and should benefit accordingly in 
1951, while consumer demand for 














Union CarBipeE 


AND CARBON CORPORATION 


UCC 


A cash dividend of Fifty cents 
(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable Janu- 
ary 2, 1951 to stockholders of rec- 
ord at the close of business Decem- 
ber 1, 1950. 
KENNETH H. HANNAN, 


Secretary 
































JOMNS MANVILLE 


JM a ohns-M anville 


SRODUCTS DIVIDEND 

The Board of Directors declared a dividen i 
of 75¢ per share on the Common Stock, and, 
in addition thereto, a year-end dividend of 
$1.05 on the Common Stock, both payable 
December 8, 1950, to holders of record 
November 27, 1950. 

ROGER HACKNEY, Treasurer 





LOEW'S INCORPORATED « 


MGM PICTURES - THEATRES - MGM RECORDS 
November 13, 1950 








> The Board of Directors has declared 

a quarterly dividend of 374%c per 

share on the outstanding Common 

X Stock of the Company, payable on 

Decemver 20, 1950, to stockholders of record at 

the close of business om December 8, 1950 
Checks will be mailed. 


CHARLES C. MOSKOWITZ 
Vice Pres, & Treasurer 











Atlas Corporation 


33 Pine Street, New York 5, N.Y- 





Dividend No. 36 


on Common Stock 











\ regular quarterly dividend of 40¢ 

per share has been declared, payable 
| December 23, 1950, to holders of 
| record at the close of business on 
j December 7, 1950 on the Common 
Stock of Atlas Corporation. 
Watrer A. Peterson, Treasurer 
| November 13. 1950 
{ 














DIVIDEND NO. 132 

A QUARTERLY DIVIDEND of One Dol- 
lar and Twenty-five Cents ($1.25) and an 
EXTRA DIVIDEND of Fifty Cents ($.50) 
per share on the Common Stock of this Com- 
pany has been declared payable at the 
Treasurer’s Office, No. 165 Broadway, New 
York 6, N. Y., on Monday, December 18, 
1950, to stockholders of record at three 
o'clock P.M., on Monday, November 27, 
1950. The stock transfer books will not be 

closed for the payment of this dividend. 

J. A. SIMPSON, Treasurer. 








New York, N. Y., Hevesaner 16, 1950. aa 
CONTINENTAL 
C CAN COMPANY, Inc. 


A regular quarterly dividend of ninety- 
three and three-quarter cents ($.93%) 
per share on the $3.75 cumulative pre- 
ferred stock of this Company has been 
declared payable January 2, 1951, to 
stockholders of record at the close of 
business December 15, 1950. Books will 
not close. ¢ 
LOREN R. DODSON, Secretary. 
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UNITED FRUIT COMPANY 


DIVIDEND NO. 206 


A dividend of seventy-five 
cents per share on the capital 
stock o fthis Company has 
been declared payable Janu- 
ary 15, 1951 to stockholders of 
record December 8, 1950. 


EMERY N. LEONARD 
Treasurer 

















C.1.T. FINANCIAL CORPORATION 


Dividend on Common Stock 


A quarterly dividend of $1.00 per share in cash 
has been declared on the Common Stock of 
Cc. Il. T. FINANCIAL CORPORATION 


payable January 1, 1951, to stockholders of 
record at the close of business December 11, 
1950. The transfer books will not close. Checks 
will be mailed. 

FRED W. HAUTAU, Treasurer 
November 22, 1950. 











ANACONDA 


DIVIDEND NO. 170 
November 22, 1950 


The Board of Directors of 
Anaconda Copper Mining Com- 
pany has today declared a divi- 
dend of One Dollar and Fifty 
Cents ($1.50) per share on its 
capital stock of the par value of 
$50 per share, payable Decem- 
ber 21, 1950, to stockholders of 
record at the close of business 
on December 1, 1950. 


C. EARLE MORAN 
Secretary and Treasurer 
25 Broadway, New York 4, N. Y. 














IB INTERNATIONAL BUSINESS 
MACHINES CORPORATION 
590 Madison Ave., New York 22 


The 143rd Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share, 
payable December 9, 1950, to stockholders of 
record at the close of business on November 17, 
1950. Transfer books will not be closed. Checks 
prepared on IBM Electric Punched Card Ac- 
counting Machines will be mailed. 

A. L. WILLIAMS, Vice Pres. & Treasurer 
October 25, 1950 





IB M INTERNATIONAL BUSINESS 
MACHINES CORPORATION 
590 Madison Ave., New York 22 


The Board of Directors of this Corporation has 
this day declared a stock dividend at the rate 
of five shares for each 100 shares held, to be 
issued January 26, 1951, or as soon thereafter 
as practicable, to stockholders of record at the 
close of business on January 4, 1951. Transfer 
books will not be closed. 

A. L. WILLIAMS, Vice Pres. & Treasurer 
October 25, 1950 


250 





its popular brands, such as “Bus- 
ter Brown”, should continue 
strong. At 53, the shares recently 
have been selling at a new high 
for the year, but if the 60 cents 
quarterly diivdends should hold 
and a yearend extra similar to 
last year’s 80 cents were paid, the 


yield would be quite satisfactory. 


Exceptionally strong finances 
could permit greater dividend 
liberality. 

General Shoe Company has ex- 
perienced vigorous growth since 
its start about twenty-five years 
ago, and despite heavy competi- 
tion has come to rank among the 
five leaders in the industry. In the 
past decade, volume expanded 
more than four-fold and through 
efficient management, earnings 
rose about correspondingly. Its 
reputation as a low-cost operator 
is borne out by a 50% gain in net 
earnings for nine months ended 
July 31, 1950, although volume 
rose only nominally. Net earnings 
of $3.15 per share in that period 
comfortably exceeded total divi- 
dends of $1.8714 per share. 

This company has become the 
largest manufacturer of men’s 
dress shoes in the medium price 
field, these items accounting for 
about two-thirds of total output. 
By operating about 134 retail out- 
lets of its own, and by large sales 
of special brands to the leading 
mail order concerns, its normal 
volume of wholesale business is 
considerably supplemented. In the 
current year, some substantial 
military orders have been re- 
ceived, and these should expand 
in 1951. After allowing for the 
new tax rate, net earnings for 
fiscal 1950, ended October 31, 
should be around $4.50 per share. 

Melville Shoe Company ope- 
rates an extensive chain of retail 
shoe stores, and through a merger 
with J. F. McElwain in 1939 be- 
came an important manufacturer 
as well. Unusually stable opera- 
tions are indicated by an _ un- 
broken dividend record extending 
back to 1916. Although volume for 
six months ended June 30, 1950 
was about 2% below a year ear- 
lier, the downtrend was reversed 
in July and the reversal undoubt- 
edly has been extended since then. 
Good cost controls enabled net 
earnings to rise slightly to $1.13 
cents a share in the first half year, 
and after adjustments for retro- 
active taxes, net income for the 
full year may be around $2.40 asa 
result of improved conditions of 
late. 45 cents quarterly dividends 





should continue, so that the cur- 
rent yield of 7.7% seems depend. 
able. 

Shares of the shoe companies 
declined rather, fast in the early 
Korean period, but more recently 
have recovered quite vigorously, 
in a few cases completely so. Be- 
cause of the brighter outlook for 
this industry and the basic sta- 
bility of the business, the rather 
liberal yields now obtainable on 
high grade equities in this division 
suggest room for price apprecia- 
tion under propitious market con- 
ditions. 





The Importance of the 


Growing Demand for Stocks 
by Institutions 





(Continued from page 217) 


employees $100 a month or more 
with assistance of old age pension 
contributions from the Govern- 
ment. Some of these propose to 
purchase shares of their own 
company as well as those of other 
seasoned industrial and _ public 
utility companies. Only fragment- 
ary details of a few such funds 
have come to light, but market 
observers estimate that substan- 
tial blocks of stock have been ac- 
quired in recent months in behalf 
of such funds. 

The point to keep in mind in 
considering potential market ef- 
fects of pension fund purchases, 
however, is the fact that shares 
acquired for these accounts are 
taken out of the market and are 
unlikely to be sold—except in rare 
instances in the cases of compa- 
nies owning stocks of other con- 
cerns. It may be noted, for exam- 
ple, that Sears, Roebuck’s fund is 
steadily enlarging its percentage 
of ownership and at the rate pur- 
sued in recent years would hold a 
33 per cent interest by the end of 
1955. Pension fund operations 
promise to become more impor- 
tant in coming years, suggesting 
that accumulation of stocks for 
such accounts may diminish the 
floating supply and contribute to 
price appreciation. 

“Prudent man” trust fund ac- 
tivities also seem likely to become 
increasingly important as a stim- 
ulating market influence. Of 
course, these funds also might be- 
come a major source of possible 
liquidation in unfavorable ‘‘eco- 
nomic weather.” Investment man- 
agers, however, have evidenced 
less concern over the threat of 
selling from institutional trust 
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Adjust Your Investment Program 


—To Take Advantage of New Investment Bargains 


UBSTANTIAL changes may be advisable in your security 
S holdings—your investment policy—as individual com- 
panies are affected by allocations, controls, increased 
taxes, military orders, price adjustments. Now is the time 
to turn to The Investment and Business Forecast for 
specific advice on your stocks—which to hold—which to 
discard—and for a sound investment program fitted to 
today’s conditions. 

1. When to Buy and When to Sell 
Our weekly market forecast . . . with chart of daily 


action ... projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capita} 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it ie 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 
Sound selection and timing key- 








given which you can apply to 
your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs... 
are Dow Theory Interpreta- 
trons of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter has been highly ac- 
curate in the past...and shows 
significant indications at this 
time. 

advance. 





2. Definite Advices on Intrin- 





ENROLL NOW ... For Our New 
Security Recommendations 


Join our Service today to be ready to take 
full advantage of our new selections of out- 
standing investment bargains under the war- 
economy outlook for 1950—and looking to 
1951. It is important to participate in our 
investment campaigns from their start—since 
we time our new purchases carefully and 
individual stocks can score substantial per- out. 
centage rises on the initial phase of their 


note FORECAST SERVICE. 


4. Continuous Consultation 
You are welcome to consult us 
. by mail or by wire... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold ... switch... or close 


A Plus Service . . . These con- 
sultation privileges alone can be 














sically Sound Issues 
All recommendations must meet our rigid evaluating 
factors in regard to: (a) Strategic position in a Mobilized 
Economy; (b) Financial Strength; (c) Proven Earning 
Power; (d) 6% to 7% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections . . . bonds and preferreds 
as well as common stocks. 


worth hundreds and thousands of 
dollars to you in concentrating in potential leaders... in 
stable investment situations . . . in avoiding laggards... 
in keeping your position adjusted to the market’s outlook, 
as we build a strong military arm backed by organized 
industry. 


Enroll NOW for the protection and advantages of Fore- 
cast Service . . . especially in coming decisive market 
phases. At this time, you also have the advantage of our 
Special Offer of Free Service to December 18. Mail the 
coupon below today. 
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E.1.DU PONT DE NEMOURS & COMPANY 


Wilmington, Delaware, November 20; 1950 
The Board of Directors has declared this day 
regular quarterly dividends of $1.12 a 
share on the Preferred Stock—$4.50 Series 
and 8712¢ a share on the Preferred Stock 
—$3.50 Series, both payable January 25, 
1951, to stockholders of record at the close 
of business on January 10, 1951; also $2.25 
o share on the $5.00 par value Common 
Stock as the year-end dividend for 1950, 
payable December 14, 1950, es stock- 
holders of record at the close of business 
on November 27, 1950. 


L. pu P. COPELAND, Secretary 















accounts than over the possibility 
of distress liquidation from mu- 
tual fund redemptions. 

This view may reflect the belief 
that professional fund managers 
charged with responsibility of 
handling “prudent man” portfo- 
lios would be less likely to be 
stampeded into emotional liquida- 
tion than would the ordinary in- 
experienced investor owning mu- 
tual funds. Moreover, trust fund 
managers generally are supposed 
to follow mechanical formulas 
ealling for gradual liquidation of 
stocks on market advances and 
reinstatement of positions on a 
scale down in periods of weak- 
ness. Hence, little fear has been 
expressed thus far over potential 
danger lurking in “prudent man” 
accounts which steadily are in- 
cluding larger proportions of 
stocks in portfolios. 





How To Minimize Your Taxes 
On Stock Market Profits 





(Continued from page 219) 


including December 30, 1950 
(December 31 is a Sunday) for 
regular delivery, are including in 
computation of losses for the year. 
Of course, the loss sale may be 
made at any time up to December 
30 if the investor does not intend 
to repurchase for 30 days, or plans 
to repurchase a comparable secur- 
ity. Under either of these three 
methods, the tax loss may be real- 
ized in 1950 to offset capital gains 
and up to $1,000 of ordinary in- 
come. 


Use of the short-sale technique 
is attractive for its year-end pos- 
sibilities. A short sale will defer 
gains to 1951 if that is desirable. 
By selling a stock short in 1950 
while maintaining a long position 
in the same security, the gain will 
be realized but not reportable. In 
1951 the stock held long is used to 


252 





cover the short position and the 
gain or loss is realized in the year 
in which the transaction is closed. 

The short sale device had been 
used to convert gains from short- 
term to long-term, but the Reve- 
nue Act of 1950 placed restric- 
tions on this tax saving method. If 
an investor wishes ot realize his 
gain on a security held less than 
six months, he could avoid being 
taxed on the profit as ordinary 
income by selling the stock short 
and covering with it after the six 
months have passed. 


The new tax law requires that 
the actual delivery to cover the 
short sale must be made by 
December 31, 1950, if the short 
sale was made after September 
23, 1950 (effective date of the new 
law) by an investor reporting on 
a calendar year basis. If the con- 
condition is satisfied, then the 
gain may be treated as a long-term 
capital gain. If the short sale was 
made on or before September 23, 
1950, the delivery of the security 
held long may be made in 1951 or 
any later year to obtain the benefit 
of a long-term gain. As a general 
rule for investors not on a calen- 
dar year basis, the short sale must 
be covered in a year beginning 
before September 23, 1950, in 
order that this advantage may be 
used. 


If the stock value rises after the 
short sale and before the year end, 
a further tax saving may be ob- 
tained by purchasing new securi- 
ties to cover the short position and 
selling the stock held long. The 
profit on sale of the original in- 
vestment is a long-term capital 
gain; a loss on coverage of the 
short position due to rise in price 
is a short-term capital loss. Hence 
the gain may be offset by a fully 
deductible loss. 


There are other possibilities 
which may be utilized by the in- 
vestor, but the application of any 
one or more devices depends up- 
on individual facts. Due to the 
high dividends being declared at 
this year-end, some investors in 
the high income brackets are sell- 
ing securities. The gain realized 
upon sale would be subject to a 
maximum 25% tax whereas the 
divends, treated as ordinary in- 
come, may be taxed at higher per- 
centages. Do not overlook commis- 
sions in calculating the advantage 
of year-end selling for tax pur- 
poses, if it is intended to repur- 
chase the same security; the tax 
Saving may not exceed the ex- 
penses involved. 








For Profit and Income 





(Continueud from page 227) 


stock, priced accordingly. Best is 
a medium-grade stock which cus- 
tomarily sells on a fairly liberal 
yields basis—about 6.7% at pres- 
ent, on a reasonably secure $2 
dividend, with the stock around 
2914. Dividends, although vary- 
ing considerably, have been paid 
each year since 1924. The stock 
sold as high as 5214 in 1946. The 
other issues cited heretofore are 
speculative. 





Limited or Extended Market 
Readjustment? 





(Continued from page 211) 


never been able to look ahead. 
Indeed, it has almost always been 
surprised by foreign events of 
seriously disturbing nature. 

We do not say that bad foreign 
news is likely. We do not say that 
the market is likely to “fall out 
of bed” as a result of the Govern- 
ment’s anti-inflation policy. We 
expect higher stock prices ulti- 
mately. But the cash reserves of 
around 40% heretofore advised 
strike us as handy “‘insurance”’ in 
a dubious medium-term situation. 
Let others reach for stocks. We 
believe that you can employ re- 
serve funds to materially better 
advantage by waiting. In the case 
of many stocks, the price decline 
in an intermediate reaction—the 
type that rarely lasts for more 
than several months at most- 
may well equal dividend pay- 
ments for three or four years, if 
not more. 

—Monday, November 27. 





As | See It! 





(Continued from page 209) 


growing pressure of communist 
imperialism, new pressures are 
arising which may halt or slow 
economic progress abroad, these 
are no worse than what we ex- 
perience in our own country. Be- 
fore embarking on a new phase 
of foreign aid, before in fact we 
virtually perpetuate foreign sub- 
sidation, we should diligently 
probe whether it is really neces- 
sary (and to what extent) and 
whether we can afford it without 
dangerously weakening our own 
position. 


THE MAGAZINE OF WALL STREET 
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A Haven For Your Capital 


—selected common stocks nith income and growth prospects 





Your NEED for securing higher income from 
your invested capital is more pressing today. Your 
living expenses are much higher. Your personal taxes 
have increased. Unless your invested funds bring 
you more income than in the past — you are losing 
ground. 


Armament Program Affects Your Holdings 


The indicated financing of armament expenditures 
by our Government points to a further decline in 
the purchasing power of the dollar. Capital is seek- 
ing safety, growth and income in selected common 
stocks. The defense program will sharply affect 
YOUR INDIVIDUAL COMMON STOCK 
HOLDINGS from the standpoint of both income 


payments and price fluctuations. 


The “priceless ingredient” in an investment program 
is the proven, sound investment judgment — founded 
on continuous, painstaking research applied to your 
personal investment aims. This is what Investment 
Management Service offers you. 


Need For Prompt Action 


Act now to set up safeguards for your principal; 
to assure yourself a reliable and adequate income to 
meet your needs; to keep your investment funds 


working in selected common stocks with outstanding 
potentials for healthy growth. 


Some of your securities may now be entirely un- 
suited to your present income and capital growth 
needs. Your investment holdings should be reviewed 
now in the light of the prospective economic, political 
and financial conditions. 


Investment Management Service 


In matters of health, you send for your physician. 
You don’t delay. Yet so many investors, when puz- 
zled by rapid and important investment changes, 
merely follow a “do nothing” policy — which usually 
proves costly. Investors when in doubt should secure 
competent INVESTMENT MANAGEMENT 
SERVICE. 


Investment Management Service can collect the 
facts and figures for you... it can interpret and 
apply them to your securities . . . it can supervise 
your invested funds with the same painstaking care 
which you would provide if you had the broad 
facilities, equipment and specialized experience of 
our organization. 


If you are worried about your capital and income, 
if you are not satisfied with your past investment 
progress — now is the time to do something construc- 
tive. As a fisrt step, we invite you to take advantage 
of the special invitation below. 





pecial Sicttabion ... without obligation, we offer to send you a 
confidential, preliminary review of your portfolio if it exceeds $30,000 in value— 
commenting frankly on its possibilities for capital growth, its income factor and 
its diversification. Your least favorable issues will be specified, with reasons for 
selling. Merely send us your list of holdings and objectives in as complete detail as 


you can give. 








INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 


90 Broad Street 


New York 4, N. Y. 








forces in Korea and the mobili- 

zation of men and resources in 
this country and other free nations to 
attain and secure peace throughout 
the world, mean far-reaching changes 
in our economy and national life, and 
greater responsibilities for manage- 
ment. 


Mi ACTION by United Nations 


Industrial output, personal incomes 
and the size of the working force 
have already reached peace-time 
highs. Purchasing power is being lim- 
ited, however, by rising consumer 
goods prices and higher taxes. 


Beyond these general factors which 
are influencing every business, our 
own operations and responsibilities 
will be affected by the fact that under 
conditions of mobilization, the use of 
alcohol is greatly increased. Ethyl 
alcohol is a basic raw material. Regu- 
larly, it goes into the manufacture of 
hundreds of articles of every-day com- 
merce, such as anti-freeze solutions, 
shellac, pharmaceuticals and others. 
Government statistics indicate these 
requirements totaled approximately 
190,000,000 gallons in the year ended 
June 30, 1950. 


IN TIMES OF MOBILIZATION, alcohol is 
needed in vastly increased quantities 
for such military purposes as the pro- 
duction of synthetic rubber, smoke- 
less powder, chemical warfare mate- 
rials and rocket fuel. 


The Office of Rubber Reserve re- 
cently disclosed that at least four 
butadiene units owned by the govern- 
ment will be reactivated for synthetic 
rubber production, two to be ready in 
December, 1950, and two in January, 
1951. These units will require from 
135,000,000 to 140,000,000 gallons of 
alcohol a year. These and other mili- 
tary and civilian alcohol requirements 
cannot be fully met without some use 
of beverage industry facilities. The 
government has already asked bever- 
age distillers for a minimum of ap- 


proximately 10,000,000 gallons of in- 
dustrial alcohol before the end of the 
year, about 4,000,000 gallons to be 
taken this month and the remaining 
6,000,000 in December. It seems prob- 
able that an increasing use of beverage 
distilling facilities will be necessary to 
meet the 1951 defense requirements. 


THE QUESTION NATURALLY ARISES as 
to the continuing availability of the 
various brands of aged whiskey. Our 
policy has always been to maintain 
ample reserves of aged whiskies which 
are indispensable to a developing busi- 
ness. We believe these reserves of fine 
bourbon and rye whiskies are the 
soundest protection against future un- 
certainties that foresight and planning 
can provide. 


SCHENLEY WAS A MAJOR CONTRIBUTOR 
to the alcohol and other industrial 
mobilization programs of World War 
II. The company, during the war, 
produced more than 202,000,000 proof 
gallons of alcohol for the government. 
Our engineers developed the Schenley 
packed column to facilitate conversion 
of whiskey distilleries into war-alcohol 
production units, making it available 
royalty-free to every beverage dis- 
tilling company in America. 

In addition, Schenley during the 
last world war was one of the early 
commercial producers of penicillin, 
and through research and engineering, 
a pioneer in the development of tech- 
niques for its large-scale production. 

Today, Schenley Laboratories, Inc., 
while producing penicillia and strept- 
omycin, is also engaged in meeting 
other mobilization needs. The latest 
activity, and the one which appears 
to have the greatest potentialities, is 
in the field of blood plasma substi- 
tutes, 


IN THE EVENT OF AN ATOMIC BOMBING, 
the problem of distributing and ad- 
ministering blood or plasma to casual- 
ties would be staggering. Important 
researches are therefore being carried 


A message 
from Schenley Industries, Inc. 


[ Excerpt from the 1950 Annual Report to Stockholders | 


on to improve techniques for storing 
blood and plasma, but they have not 
progressed to the point where it ap- 
pears likely that any adequate stock- 
pile could be established and main- 
tained. Therefore, the United States 
must look to possible synthetic sub- 
stitutes. 

SCHENLEY LABORATORIES, INC., is now 
actively studying several blood 
plasma substitutes developed abroad 
and at home. 

One of these, polyvinyl pyrrolidon, 
was developed in Germany during 
the war and was used in treating some 
half-million battle casualties and 
many thousands of civilians. This ma- 
terial is produced synthetically, can 
be manufactured in quantity and 
stored indefinitely. The Bayer phar- 
maceutical laboratory in the Western 
Zone of Germany has been in the fore- 
front of research and production of 
polyvinyl pyrrolidon, and the ar- 
rangement concluded last year be- 
tween that organization and Schenley 
Laboratories, Inc., has proved of great 
value in making the results of the 
Bayer experience available in the 
United States. 

Schenley’s contributions to the win- 
ning of World War II are matters of 
record. 


OUR ANNOUNCED POLICY IN 1942 was: 
Those activities and opera- 
tions which contribute directly 
to winning the war will con- 
tinue to have first call on all of 
the resources of this Company, 
and first call on all of the ener- 
gies of everyone connected 
with it. 
WE MAKE THE SAME PLEDGE IN THE 
PRESENT CRISIS. 


LEWIS S. ROSENSTIEL, 
Chairman of the Board 
and President 


SCHENLEY 
INDUSTRIES, INC. 








